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- Radio Ccxnmunication is booming rapidly in Hong Kong for the last 
5 years. The worldwide technology development and the needs of the 
public are pushing for more advanced radio cxxrimonicaticxi technology 
and better services. Tel^xDint Service, v ^ c h can be named as second 
generation cordless tel^ahone (or shortly as CT2), will be planned to 
be introduced cotmercially in late 1991. This new develcptent might 
carry a far-reaching • inplications towards meeting a mass market of 
business and consumer danands for an affordable, highly portable 
ccxmiunication services. To enable this new emerging service industry 
to grow and prosper, the characteristics and constraints affecting its 
develc^xnent should be analyzed. This R ^ r t looks at the 
attractiveness and strategy choices of the industry, based on the 
analysis of the industry structure, technology review and corpetition. 
Recortinendations, based on the possible strategies employed by 
暴 
respective service operators, are also highligfited. 
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The Hong Kong radio cxxnmunication industry has been undergoing 
phenomenal growth in the last five years time and is forecasted to 
further grow in the next few years. Some parts of the industry are 
very close to our daily perscxial and business lives such as paging and 
cellular radio telephone. Other less obvious areas include 2--way 
radio cotinunication used by business and government departments like 
police and marine; new trunked radio system based on "trunking 
technique", and the more hi-tech satellite connunications. 
Hong Kong Goverranent has not monopolized the market and 
encourages healthy carpetitiai v ^ c h will finally give benefits to the 
public. In the past ten years. Hong Kong people use two-way radio 
cotinunication equipment for the business operation and the nurrtber of 
. 1 
users grows from 8,000 in 1979 to 68,000 in 1990. Paging service was 
2 
firstly introduced in 1973 and grows to 711,000 subscriptions in 
1990. Although the introduction of cellular telephone system came the 
last in 1985, it shows rapid cxxipound growth of average 40-50 percent 
per annum. The success in operating radio communication services has 
proven to be a good business opportunity and could generate a 
continuous flow of sizeable profit in the long run. 
In entering the 90's, the use of portable phones and paging for 
mobile radio conminication are making significant iitpact in the 
personal connunication area. A new public cordless telephone service 
-Telepoint - will be introduced commercially in Hong Kong by late 
1991, and is of great interest for study. It is seemingly the 
1 2 
‘ 1990 Annual Report. Telecomnunications Branch, Hong Kong 
Post Office. 
2 
promising technology to fill up the g印 vdiere the users require voice 
connunication more than a pager can provide but not upto the full 
facilities of the cellular tel^hone. Telepoint Service also carries 
a great business opportunity and potential as it forms part of the 
current radio ccxnnunicaticxi service industry. It targets at a mass 
market of businessmen and consumers with a continuous service income 
through providing services. Entr^reneiirs are encouraged with this 
new service to look at a long term and large investment in new 
technology for participating in the radio coonunicatioil service 
business. • 
On the other hand, the Telepoint Service industry also has its 
risks. The risks stand from the rapid technical changes v ^ c h might 
obsolete the product in the near future, uncertainty about the 
supplier, and a possible "TeleConfusion" created in the market due to 
such quick and rapid changes between paging and cellular tel印hone 
services• 
The purpose of this research is to focus and analyze the 
Telepoint Service industry as a new emerging industry in a fast 
changing conpetitive envircximent. The researchers believe that the 
study carries both an academic and economic value. Two questions are 
inherent in this study : Is the Itel^xDint Service industry a real 
opportunity? Can this opportunity be profitably realized in the 
future? 
The scope of study will first include an overview of the radio 
connunication service industry in Hong Kong. The characteristics and 
growth pattern of individual system will be briefly discussed. 
After surveying the existing market size and potential for radio 
connunication, the new Telepoint Service industry in providing 
cordless telephone service is studied. Its technology background. 
3 
usage, target market size, positioning, and opportunities are 
analyzed. An industry profitability summary would be presented to 
address the attractiveness of the Tel^)oint Service industry, and 
v^ther this is a good c^sportunity for business investment. 
The second part of the research is to analyze the characteristics 
and constraints of this new emerging service industry. The 
coipetitive forces from suppliers, product substitution, buyers, and 
the coipetitors themselves will be analysed. Possible strategies that 
the Telepoint Service industry should adopt in order to survive and 
prosper will be reviewed. 
Itoe last part of the research will atteupt to identify and 
recommend strategies and actions for the individual service operators. 
With the right match to their strength and weakness, the operators can 
build up long term coipetitive advantages over the other firms, and 




The 卿roach in this study is to firstly analyze .the overall 
radio comrunicaticxi service market in Hong Kong with eirphasis on 
respective market growth and technologies background of individual 
system. Since Government policy would have determinant influence on 
the industry development in Hong Kong, it would be addressed in the 
appropriate part of the Report. The core of the research focuses on 
the stu<^ of development of cordless tel^jhone service - Tel^xDint 
Service industry in Hong Kong. The analysis of opportunities and 
strategies is inportant for the emerging radio conmunication service 
industry舉 
The research results are mainly based on findings obtained from 
desk research and interviews with the existing and prospective 
Telepoint Service operators .工 
The research involves groiping, organising and arranging 
available data into illustrations and tables for analysis. 
Statistical data are collected from publicaticxis by Hong Kong Post 
Office and Hong Kong Trade Statistics. The stu(^ of technology trend 
and innovation require the literature survey of journals of 
"Telecanmunications", "Cellular Business", "Connunications", 
"Telephone Engineer & Management" and other relevant journals. 
Interviewing 
As there is practically no current literature for revealing the 
1 Sekaran, Uma. Reseach Methods for M^agers: A Skill-Buildinq 
鄉roach. John Wiley & Sons, 1984. 
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market and technological trend of the Hong Kong radio communication 
services industries, the researchers have to resort to interviews in 
order to obtain the necessary information and opinions for writing 
this.report. 
Existing operators are interviewed in order to understand their 
reactions towards the opportunities in the radio cxxnmunication 
service market. Six existing paging service operators, four existing 
trunked radio service operators and three existing cellular phcaie 
service operators will be the target for interviewing to provide 
experts' opinions. These operators are occij^jying the dominant share 
of the existing radio comnunicaticxi service industries. 
Prospective service operators vto have shown their interests in 
running new paging services, trunked radio services, Telepoint 
Services and digital cellular services, would also be interviewed to 
study how they are pr^^aring to enter into the industry. Opinions 
would be carefully considered as experts* Garments to such emerging 
radio service industry. 
Government policy is a critical part to determine the success of 
the radio connunication service industries. Officers in-charge from 
Hong Ktong Post Office are interviewed to survey the Government policy 
towards the developnent of radio conmunication in Hong Kc»ig. 
All data and viewpoints collected during the interviews vould be 
analysed^, summarised, and presented in the appropriate sections of 
the R^xDrt. Most information given out is sensitive and valuable to 
the carpetitors in the industry, thus no specific reference vould be 
made. 
Sampling Method 
The interview is carried out fron Judgement Sanpling. Such 
non-prc±)ability sanpling design involves : 
6 
- s i x paging service operators 
-four trunked radio service operators 
-three cellular phone service operators 
- a n d four prospective operators sitoiitting 
the application of licence to run Public 
Non-Exclusive Telecommunications Service (PNETS) 
Licence for Telepoint Service 
All the above listed coipanies were first informed about the 
interview via a letter, then followed by telephone call. The 
companies names are listed in Appendix 1. They v/ere selected based 
on their ejq^eriences and insights towards the market opportunities in 
radio connunication service industries. They form the r印resentative 
sairple and in the best position to provide the information required. 
Structured interviews will be conducted with a predetermined 
list of questions vdiich will be mailed to the respondents beforehand. 
As the respondents express their views, the researcher would note the 
response on the schedule. The same set of questicxis will thus be 
asked of all interviewees in the same manner.^ Sonetimes, the 
researcher might follow a prospective lead from a respondent's answer 
by asking other relevant questions not on the schedule. 
‘ Data Collection 
Before designing the questions, literature survey is carried 
out, particularly on the customer's satisfacticxi to the public radio 
services, the future demand, the financial investment and payback of 
the service network, the solution towards the technology corplexity 
of the system and philosophy in running the services concerned. 
Because of the cotrplexity of the service network and severe 
2 
Payne, S. L. B. The Art of Asking Questions. Princeton, N J • 
Princeton University Press, 1951. “ 
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ccxrpetition in the industries, the new service network operators 
would have the characteristics of: 
一 financial c^^ability for the investment 
-technical c^)ability of the service network 
-experience in service operation 
-political influence to Government 
-opening the service with customer oriented 
business philosofdiy 
-relatively short payback period of the 
investment 
The questions are designed around the above six main 
considerations. A large part of the questions will cxxicentrate on 
the Telepoint Service v ^ c h is the core of the research. A separate 
list of questions is designed for interviewing with Hong Kong Post 
Office to collect the comnnents about Government policy and role in 
the new service industry. TSne letters, list of questiais and those 
interviewed are shown in i^jpendices 2 and 3-
Data Analysis^ 
Based on the literature survey and personal interviews, the 
market potentials of each service will be developed. In particular, 
the market potential of the T e l ^ i n t Service Industry will be 
analysed in details to justify vrbetber the service business operation 
is viable or not. 
Structured interview is used to gather the view, points and 
identify the trend in operating the advanced public radio 
ccxrmunication networks. Following the summaries of the interviews, a 
strategy plan of introducing the T e l ^ i n t Service in the radio 
3 McGrath, J. E., M ^ i n J. & Kulka R. A. Judgement Calls in 
Research. Beverly Hill ： Sage, 1982. 
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comiunication service in a industry' is discussed. Although the plan 
should be custom-made to the local environment, the operation 
philosophy is still workable in any other countries for introducing 
new radio cxxrmunication services in a deregulated market. 
It is also a trend in the developed countries to invite private 
enterprises in running the service networks v ^ c h results in a more 
effective and efficient manner. 
Summary 
This chapter outlines the approach and methods to collect and 
analyse date. Due to the carplexity of the radio cxamrunication 
technologies and absence of well analysed data, intensive interviews 
with industry leaders and officers-in-charge from the Hong Kong 
Post Office form the basic source of information in understanding the 
Hong Kong market. The opinions expressed and raw data collected will 
be thoroughly digested and analysed. Hiey will be re-^oi;55ed in a 




REVIEW OF RADIO COMMUNICATION SERVICES 
Radio cxOTirunication services market is not new to Hong Kong. It 
begins from the simple paging services in 1970s to more sophisticated 
services in cellular telephone, mobile data and satellite 
caimunication. Paging services have been introduced in Hcxig Kong for 
a number of years but it has not created strong motivation in the 
radio communication services market until recently. However, the 
cellular tel印hone services market, first approached by Coninunicaticai 
Services Ltd (CSL) vihich. is renamed as Hong Kong Telecom CSL Ltd., 
has put Hong Kong radio cxmnunication services industry into a new 
* era. In addition, private mobile radio, trunked radio system, xadbile 
data and satellite form the other parts of the service market. 
Shortly afterwards, the radio cannunication services market would 
have a new segment - Tel^xDint, vthich this Report would stuc^ in the 
following chapters. This chapter will review the existing radio 
cannunication services market with the illustration of the market 
potentials for each system. 
Line Cannunication System 
Before the studies of radio cannunication market, particularly 
on Telepoint Service, it would be better to discuss the line 
camrunication market in order to show the growth and detn^ds of rapid 
and handy camrunication. The more ^niamic and rapid growth markets 
in the 1980s - such as fax machines PBXs, keyline telephones 
(Ilustration 3.1) are showing demands in advanced cannunication. 
10 
ILLUSTRATION 3.1 
GROWTH OF BUSINESS & RESIDENTIAL LINES 
IN HONG KONG (1981-1990) 
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Table 3.1 indirectly shows the acceptance of new technology from 
the public and the prosperity of the connunication industry. The 
growth is driven by new technologies. It maintains the growth of the 
over华 communication market. The research will not further elaborate 
these services as the core is to analyze the Telepoint Service in 
radio communication services market. The market is shifting to 
service operation and continues the growth in radio service industry. 
Private Mobile Radio System 
Hie name. Private Mobile Radio System, seems to be a bit strange 
to the readers. But, if it exactly refers to "Walkie Talkie", it 
would be more familiar. "Walkie Talkie" system can be ranged from the 
toy for children to the professional radio equipment for police, 
^rmy, and other business users. Popart frcm the Government users. 
Hong Kong currently has around 2,500^ private mobile radio systens, 
with the majority of having an average of ten radios per system. 
2 -5 
Between 100 to 200 new systons with 4,000 to 5,000 new radios are 
added each year. Table 3.2 shows the growth of the past ten years. 
Most of these xtdbile radio systems are used by small transportation 
coipanies from trucks, direct-service vehicles to taxi fleet. It is 
a retailing market. 
Each year, it accounts for HK$80 to 100 millions annual value to 
the radio commmication market. They either provide siitple corrmunity 
repeater services (vdiich is installed at a good location and provides 
relative good coverage) shared by a number of radio users or to 
provide rental services for teirporary use of the radio set. 
Trunked Radio Svstgn 
The siirple "Walkie Talkie" system leads to the development of 
1 2 3 
‘ • Figures are provided by the Hong Kong Post Office. 
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TABLE 3.1 
NO. OF SUBSCRIPTION FOR PUBLIC SWITCH 
TELEPHC^JE NETWORK PER EACH YEAR (1981-1990) 
\ 
Year No. of Growth No. of Grov/th~ 
Fascimile Line % Exchange Line % 
1981 447 - 1,383,667 -
1982 848 89.7 1,476,965 6.7 
1983 1,380 62.7 1,554,106 5.2 
1984 2,417 75.1 1,640,722 5.6 
1985 5,548 129.5 1,741,585 6.1 
1986 13,232 138.5 1,844,403 5.9 i 
1987 32,200 143.3 1,988,524 7.8 ‘ • 
1988 59,876 86.0 2,153,776 8.3 
I 1989 83,322 丨 39.2 2,304,572 7.0 
1990 106,545 27.9 2,446,989 6.2 
I ； 
Source : 1990 Annual Report. Telecommunications Branch, 
Hong Kong Post Office ' > . 
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TABLE 3.2 
NO. OF PRIVATE MOBILE RADIO STATION 
REGISTERED PER EACH YEAR 
(1981-1990) 
Year No. of No. of Growth 
Base Station Mobile Station % 
1981 1,686 23,873 -
1982 1,794 27,612 15.7 
1983 1,900 30,262 9.6 
1984 1,920 32,106 6.1 
1985 2,011 38,544 20.1 
1986 . 2,107 42,918 11.3 
1987 2,223 50,263 17.1 
1988 2,343 58,980 17.3 
1989 2,500 63,689 8.0 
1990 2,553 67,956 6.7 
Source : 1990 Annual Report. Telecoriminications Branch, 
Hong Kong Post Office 
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the trunked radio system which is using the principle of sharing a 
pool of resources by different users.^ The congestion and the limited 
spectrum put the demands into red hot. The Post Office is promoting 
the use of trunking technology. This puts discipline into the 
situation, allows a better site for transmitting signals and permits 
simple licensing through the cotpany running the system. Running the 
trunked radio systan becomes a new radio conmunication service. Such 
business is like providing a paging service. Each user needs to buy 
the equipment and pays the monthly subscription fee for using the 
radio network. The service was launched in 1989, and shortly 
afterwards, several companies joined the corpetition. It is a new 
blood in the radio conmunication service industry and induces 
entrepreneurs to be aware of another opportunity in running a 
profitable radio service business. 
By the end of 1990, the Hong Kong Post Office has awarded five 
licences for running territory-wide trunked radio systems v ^ c h could 
provide a pool of radio channels for all users to share over the 
vdiole territories. These five licences are held by four cotpanies, 
namely Mdbile One, Hutchisai Telephone, First Pacific and Kin Son.The 
target customers are the users of the private mobile radio. Table 3.2 
reflects the market potential of the services. The revenue potential 
will be at least HK$110 millions per annum if the service is v^ell 
established. The business is to provide better services in radio 
coverage, easy licence application, and reliable camiunications at 
reasonable service charge. The system can si^port both data and voice 
communication and other advanced features .5 it would strengthen the 
4 
Petersen, Phil. "Trunked Radio : Coranunication at Less Cost." 
Telephone Engineer & Manaaonent” Vol 93, Iss.、9, May 1989. • 
5 Whitehead, Phil. "Pooling Channel Capacity." Corinunicationf：；. 
Vol. 25, Iss. 8, August 1988. 
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competitive edge of the services toward future market requirernents. 
Paging System 
Although the local paging industry traces its roots back to the 
early 1970s, it really only took off in the early 1980s. Grovth was 
especially strong in the past five years (Illustraticxi 3.2). Tbday, 
the Hong Kong pager market boasts vdiat is perhaps the vorld's highest 
‘penetration rates per capita. 
Table 3.3 examines the number of pager users for each year. For 
the past few years, there are around 90,000 - 117,000 new pager users 
engaging in the paging network each year. In 1990, the service 
revenue potential is estimated to be around HK$1,000 millions^, even 
though all pagers are sold at a loss to tie up usage with the service 
operators. The average growth rate for the next five years is 
expected to be around 20 percent. The revenue potential in providing 
paging services is estimated to be around HK$4,000 millions? in 1995 
with ten per cent inflation rate per annum. 
In the 1970s, the Post Office has opened 21 licences in running 
paging services. The assignment of the licence is listed in 
4. In the market, Hutchison Paging is the major player in 
providing the services. Althou^ Hutchison Paging has been in 
business for less than four years, over 50 percent of the pagers used 
in Hong Kong belong to the Hutchison network. The speed with v ^ c h 
Hutchison took over the local pager market is accounted for by the 
firm's aggressive acquisition program. Hutchison is still looking 
for buying small paging cotrpanies to build its user bases. 
The other two strong players in the paging market are Star 
Paging and ABC Paging. These two coipanies, together with Hutchison 
Paging, account for over 80 percent of the territory's 711,000 
6 7 
• Figures are obtained during interviews. 
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ILLUSTRATION 3.2 
GROWTH OF RADIO PAGING RECEIVERS 
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TABLE 3.3 
NO. OF PAGING RECEIVER REGISTERED PER EACH YEAR 
(1981-1990) 
Year No. of Public Growth 
Radio Paging Receiver % 
1981 138,312 -
1982 164,101 18.6 
1983 166,307 1.3 
1984 205,010 23.3 
1985 219,164 6.9 
1986 287,356 31.1 
1987 376,843 31.1 
1988 486,640 29.1 
1989 594,216 22.1 
1990 711,420 19.7 
'7 
Source : 1990 Annual Report. Teleccxnmunicaticms Branch, 
Hong Kong Post Office 
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pagers. Current market estimates point to sales of 8,000 to 10,000® 
pagers per month, with sales varying according to season. 
Illustration 3.3 shows the very uneven distribution of market share 
among the paging service providers. 
A major problem facing today is the congestion in frequency 
spectrum and saturation of usage per channel v^iich limit the grovth 
of the market. The Post Office is aware of the crisis and allocated 
another 21 licenses for running new paging service in 1990. Six of 
these licenses are awarded to five existing paging services 
conpanies. The new licences serve to release the congestion and 
saturation problems, and invite more enterprises to join this service 
market. The new blood in the paging industry would bring modem 
management conc^t into the market, and carpetition could be even 
more serious than before. 
For the new paging service operators, the annual revenue will be 
9 
proximately more than HK$30 millions per each new paging service 
channel in the sixth year. The accumulated revenue per each new 
paging service channel is around HK$60 millions^^ within 1991 一 1995 
for the new paging service operator. It is another cash generating 
service industry v M c h attracts many investors to bid for the 
licence. The market growth and revenue potential have made the 
paging services operation beccme a visible business. It generates a 
good cash flow and large return from pc$30-40 millions^^ investment. 
Cellular Telephone System 
Unlike most telecommunication services in Hcxig Kong, the 
hand-held cellular telephone market was pioneered by Hutchison 
g 
"Criteria for Granting a Public Non-Exclusive 
Telecormunicationg Services (PNETS) Licence for the Operation of 
Paging Services in Hong Kong", Hong Kong Post Office, November 1989. 
10, 11 Fig^es are obtained during interviews. 
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ILLUSTRATION 3.3 
ESTIMATED 1990 MARKET SHARE AMONG THE 
PAGING SERVICE PROVIDERS 
HUTCHISON 
50 
\ fci^^^^B OTHERS 
STAR t e l e c o m 
ABC 
10 
Source ： Data ex t rac ted during in terv iews in ear l y 1991 
w i t h paging market leaders and the Post O f f i ce 
香 港 中 文 大 學 阓 會 你 藏 當 
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Telecommunications. Although Hong Kong Telecom CSL was the first to 
introduce a cellular tel^dione service, Hutchison was able to 
identify a need in the hand-held market, and capitalized on that 
opportunity. In 1988, Hutchison reached the c^>acity limits of the 
existing American celluar tel^tone system and was able to 
substantiate its growth by obtaining a new second licence for 
cellular tel印hone service. 
The third coipetitor in the cellular network market is First 
Pacific v ^ c h bought the Qiinatel operation and obtained approval to 
operate the new network in S^tember 1989. The Conpany is 
aggressively pushing its services, and is expecting to generate 
profit in 1991. It reflects the general consensus that running 
cellular telephone services would generate huge revenue and profit. 
It is a cash-rich industry with short pay-back period for such large 
investment project. 
Vp to the end of 1990, there were over 133,000 subscribers 
connected to the network as shown in Table 3.4. The overall c^>acity 
of the existing systems is estimated to be around 140,000 
subscribers. The grovth rate in the past 12 months was 50 percent, 
or an average of about 3,700 subscribers per month. If the current 
rate of growth is maintained, the grade of service of the existing 
systons may deteriorate beyond acc印table level by the middle of 
1991' Aggressive marketing through intensive advertising, convenient 
distribution network for ncai-proprietary telephone set and buoyant 
econary have boosted up and maintained the growth rate. 
The growth rate, market potential and the nature of the service 
business make all the enterprises conclude that to run a radio 
service network is a viable business. 
Experience in other countries shows that a penetration of three 
to five percent of the population can be expected for Public Mobile 
21 
TABLE 3.4 
NO. OF PUBLIC MOBILE RADIOTELEHiC^® SUBSCRIBER UNITS 
REGISTERED PER EACH YEAR 
(1984-1990) 
Y e a r N o . of No. of Total Growth 
Mobile Unit Portable Unit No. % 
1984 1,000 - 1,000 -
1985 4,400 - I 4,400 340.0 
1986 6,000 - I 10,000 127.3 
1 9 8 7 9 , 9 3 0 1 8 , 1 3 0 ； 2 8 , 0 6 0 1 8 0 . 6 
1988 16,010 35,270 | 51,280 82.8 
1989 20,030 69,160 丨 89,190 73.9 ,1 
» 丨 
1990 22,796 111,116 jL33,912 50.1 丨 
Source ： 1990 Annual Report, Teleccnnrunications Branch, 





12 Telephone Services. This would mean a subscriber population of 
170,000 to 280,000 in Hong Kong in the 1990's. In 1990, the annual 
subscription market revenue^^ would be around HK$950 millions 
consisting of 50 millions non-refundable connection millions 
for deposition and HK$750 monthly subscription per each user in 
average. Up to the end of 1990, all the users have paid HK$120-150 
millions connecticxi fee and HK$120-150 millions d ^ s i t . If the above 
revenues are equally shared by three network operators for four 
systons, each system could earn HK$238 millions for subscription fee 
^ to 1990. Although running a cellular telephone system requires 
large investment of around HK$300-400 millions in 1990, the large 
cash return has shortened the pay-back period to 18 months. The 
business risk is small and the return is incredibly good. 
In addition to the three operators which provide service 
networks as well as equipment, a graving number of IndBpendent 
vendors are also selling cellular handsets in Hong Kong. Although 
Hutchison Telephone and Hong Kong Tfelecom CSL will maintain a 
definite advantage in selling cellular phone units, they both ej<pect 
to see declines in their share as First Pacific is aggressively 
pushing the services and iinproving the service network. 
New technologies emerge to resolve the c^)acity problem in a 
limited frequency resource. They target to increase the capacity for 
1 C 1 ^  
two to three times. ‘ 。 T h e Post Office intends to move into the 
12 
• "Consultative Vaper in Licensing of Digital Public Mobile 
Radiotel印hone Services in Hong Kong", Hong Kong Post Office, 
November 1990. 
13 14 
‘ The figures on revenue, subscription and connection fees 
are obtained during interviews. 
15 
I/Dsee, Michael. "The Caning Age of Digital •” Celluar 
Business. Vol. 5, Iss. 1, July 1988. “ 
Stupa, John T. "Visions 1990." Cellular Business. Surolement 
Decenber 1989. ~ ‘ 
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new technology, and a Consultative Paper on Licensing of Digital 
Public Mobile Radio-tel印hone Services in Hong Kong has been launched 
in November 1990. 
- To meet the demand forecasted in the last paragr印h, it is 
necessary to introduce services based on new technologies •丄？ Three 
new technologies have the potential to meet the demand in the 1990's 
- t h e 'Telepoint' services based cxi Cordless Telephone Second 
Generation (CT2) technology, the next generation of Public Mobile 
Telephone System ettploying digital techniques, and the Personal 
Canmunications Network (PCN). The Government has announced to invite 
the licence plication for Telepoint Service and is likely to invite 
-- �-�-" 
a fourth operator to run the fifth digital public mobile telephone 
service� 
Mobile Data System 
Hutchison Communication has also taken its mobile canmunications 
network experience one s t ^ further by setting up an innovative radio 
frequency packet switched data network v ^ c h went into service in 
1988. Hutchison's mobile data system is one of the first public 
network of its kind anyv^diere. 
Hutchison Mobile Data is also offering a service allowing PCs 
anyv^tore in the territory to use the network, and to connect to 
systems through the Telco network. The corpany is providing the 
network as well as the equipment. The equipment cost and 
sophistication of service prohibit the corpany from any dealer sales. 
Although the mobile data system is not very popular at the present 
raonent, it could have good potential to grow through engineering 
17 Cox, Donald C. "Personal Cormunications - A Vievypoint." 
IEEE Ccxnrnunication Magazine. November 1990. 
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add""on value and economy of scale to lower the equipment cost. 
Satellite System 
There was a major change in the satellite market in early 1988 
vten rivals Hong Kong Telecom and Hutchison Telecoms announced a 
joint venture with China International Trust and Investinent Corp 
(CITIC) to purchase and launch a satellite designed to handle 
domestic telecoms traffic in several Asian countries. One area of 
enormous potential in this market is the use of satellite dishes to 
receive television and radio broadcasts from around the vorld. 
However, this has been an area under heavy regulation and individuals 
.. �� 
are only allowed to use such dishes for receiving TV broadcasts on a 
private bases. 
The Government has awarded a licence to Hutchison Telecoms to 
run the satellite television in Decoiiber 1990. The legislation 
allowing for shared use of satellite dish for residential buildings 
and hotels has also been passed. The market is changing r印idly 
.because of the legislation, and the demand is expected to be 
tremendous. 
Telepoint Svstgn and Future Development 
Mobile radio services are experiencing the healthy pressures of 
both technology push and market pull. There are lots of developments 
going on in Europe • Digital Cellular Tel印hone System (GSM) and 
Digital European Cordless Tel印hone ( D E C T ) .18 in cordless tel印hone 
technology, UK is the first country in Europe to introduce the second 
generation digital technology coupled with new system concept called 
18 
Gardinear, John G. "Research in the LINK Personal 
Coiinunication Programe". Telecommunications (International Edition) 
Vol. 23, Iss. 12, December 1989. 
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12 
Tel^xDint. It is also evident that mobile radio products are in 
the process of changing from professional electronics to consumer 
electronic items. Cordless tel印hone products are leading the w a y . 2 0 
The new Telepoint concept starts with a radio base station 
having a service range of only 100m and builds up the territory-wide 
coverage through ejq^anding the number of installed radio base 
stations or telepoints. The prinicple is graphically explained per 
Illustration 3.4. Telepoint has an additional advantage of building 
upon very low power cordless telephone products for both the domestic 
and business sectors. 
The system trend on radio base service areas is explained per 
•. ；’， 
illustration 3.5. One of the beneficial outcomes of having small 
service area is to make feasible very small light pocket 
radiotelephones capable of long period of use. This inplies that the 
cellular radio operators will be shifting much of their focus away 
from car phones as such towards pocket radiotel印hones in order to 
sustain their growth through to the year 2000 and beyond. 
Developments such as these open \jp possibilities for new 
corrpetitive public mobile radio operators to invest in innovative 
Personal Conmunication Networks (PCN) targeted at the pocket 
21 
radiotel印hone. One such possible network is shown in Illustration 
3.6. The market opportunity for pocket radiotel^>hones has great 
potential. Personal ccxmrunication is taken to enconpass a wider range 
of conmunication c^>abilities than those represented by the current 
19 • 
"Special Issue on Mobile Comtunications. "British Telecom 
Technical Journal, Vol. 8, No. 1, January 1990. "“ 
20 
Bradsher, K. "A Phone in Your Pocket? Tryout Set for New 
Service. “ New York Time, May 10, 1990. 
21 
Cox, Donald C. "Portable Digital Radio Connunication 一 An 
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KOMC 丄 SHOmiiaCCNTIIE LOCAL RAHWAYSmnOII 
12狐 
OmCEtlOCX iKSTAUMNT 
Source : "Personal Communications in the 1990s." A discussion 
document from the Department of Trade and Industry, U . K . , 
January 1989. ° 
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ILLUSTRATION 3.5 
SYSTEM TREND OF RADIO SERVICE 
Worid wide service 
^ ^ “ • (Global coverage by satellrtes) 
、 European service 
y / ^ ^ s . 、 ( A g g ' e g a t i n g national coverage areas) 
Z National service 
/ / ^ ^ ^ ^ (aggregating coverage zones 1 25*m radius) 
Subdivision of national / / \ 
service ^ones to form / / \ 
small cells to / / \ 
increase ^ ^ / / 
capacity ^ ^ / \ Personal Communication Netv^orks 
\ c y 
Aggregation of spot m \ Telepoint 
coverage zones to form • L ^ . ^ " " " " — 
discontinuous national • . , “ " " " """" 
service 晨 """" Pub“c teiepomt 
Wireless PBX 
I J (Aqgregation of 100-200m radius zones wi t r n 
^ office building! 
」 C o r d l e s s teiephone 
"00-200ni radtus) 
Source : "Personal Communications in the 1990s." A discussion 
document from the Department of Trade and Industry, 
U . K . � January 1989. 
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ILLUSTRATION 3.6 
FUTURE PERSONAL COMMUNICATION NETWORK CONCEPT 
、-
1 -
I^J SHommcofm ^^ IOCAI M&mv statnm 
O — f CfTYIUUlTEltaMIIUS 
OfWCEHOa ^ ROTAUMNT 
Source •• "Personal Communications in the 1990s. "A discussion 
document from the Department of Trade and Industry, U . K . , 
January 1989. 
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analog cellular mbbile radio technology, or even by the second 
generation digital cellular mobile radio technology. 
Currently there is another develc^xnent of cordless telejdione in 
Continental Europe called Digital European Cordless Ttelephone 
22 
(DECT). It becomes a matter of international negotiaticai to achieve 
synergy between DECT and Personal Comiunication Networks. The product 
will be available for conmercial ^plication around 1993. 
Summary 
(1) A very coiprehensive background information on the overall radio 
conmunication industry in Hong Kong is reviewed in this Ch^ter. The 
industry is consisted of varous segments, namely line comiunication, 
private mobile radio, trunked radio, paging, cellular tel印hone, 
mobile data, satellite and the new emerging Telepoint. The 
development and characteristics of each segment, its potential and 
limitation are generally covered. 
(2) The further technologies growth are also reviewed _ the Digital 
European Cordless Telephone (DECT), the Digital Cellular Tel印hone 
System (GSM/US Digital), and the Personal Conmunication Network 
(PCN). These new technologies will have a push and pull effect to 
the Telepoint Service. 
(3) The chapter leads to a better 卿reciation of the fast 
developing radio communcation industry, and its acceptance by the 
Hong Kong public. It serves as a backdrop to open up the analysis in 
the following ch^ters as v^ y^ Tel^xxLnt System come into Hong Kong at 
this time, how to project its profitability, and vAiat should be done 
in order to survive and prosper. 
22 
Gardinear, John G. "Research in the LINK Cormunication 
Prograitme." Telecotinunications (International Edition), Vol. 23, iss. 
12, December 1989. 
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CHAPTER IV 
TELEPOINT - A N E W DEVELOPMENT 
Product Profile 
C T l 
First generation of cordless telephone technology, known as CTl 
has been a fast growing area in radio connunicaticais • However, CTl 
falls beyaid satisfaction in many aspects. Based on analog signal 
transmission, it cannot offer satisfactory audio quality and 
security. Interference easily occurs if other cordless tel印hones 
are being used in the vicinity. In terms of mobility, CTl can only 
allow limited portability within a designated area, e.g. hocne or 
office. 
In spite of these early technical limitations, CTl is enjoying 
1 
considerable popularity, roughly 70,000 sets are now in local use 
since its official ^proval of use in Hong Kong in March of 1989 with 
2 3 
the numbers still swelling-. More than 30 million cordless phones 
are alreacfy in use worldwide. 
With the high population density in Hong Kong and people always 
on the move, there is an emerging need for a more ccxivenient and 
better quality portable nK±>ile service. 
Most businessmen have agreed that until today, the use of 
portable phones for mobile cannunications has been pretty well 
limited to that segment of the business and personal market that 
1' 3 Figures are provided by the Hong Kong Post Office. 
2 
"Guidance Notes for the Submission of. Proposals for the 
Operation of Telepoint Services in Hong Kong", Hong Kong Post Office, 
June 1990. 
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could afford the relatively high costs of cellular service. CT2, an 
inprovement in terms of transmission quality, security and 
applications will be able to fill the gap for a mass mobile 
canmunications tool, hence is a very timely telecanmunications 
product for present Hong Kong. 
CT2 
CT2, cordless telephone in its second generation, is an advance 
step in offering better personal communications. The technology is 
developed in the UK, intended to be a replacement for the analog CTl 
4 
tel印hones. Operated on a high quality multi-channel digital 
transmission technology, it applies the same principle as CTl but 
with' higher quality speech transmission, convenience, flexibility and 
security. 
as the public service becanes known, is a one-way 
service with the c^>ability to make outgoing calls within 50-100 
meters of a proninently marked public base stations. It 
corpensates the shortcoming of pager vdiich is used for receiving call 
only. Work is done by manufacturers to turn Telepoint into quasi 
two-way service by building a pager into the handset. Although much 
is continuing in this area, the major enphasis now seens to coribine 
the use of a pager from an established paging company with the offer 
of a handset. 
The public base stations - Tel^x>int, are located indoors and 
4 "Special Issue on Mobile Coranunicatiais ”, British Telecom 
Technical Journal, Vol. 8, No. 1 January 1990. 
5 Bradsher, K. "A Phone in Your Pocket? Tryout Set for New 
Service." New York Time, May 10, 1990. 
6 Cox, Donald C. "Personal Canmunications 一 A Viewpoint. " I ^ 
Connunications Magazine, November 1990. 
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outdoors at key public and commercial areas such as transportation 
terminals, shopping centres, ports of entry, busy streets etc., they 
connect the calls to the conventional Public Switched Tel印hone 
Network, and route them through to local and overseas numbers with 
ease and speed, the principle of Telepoint Service is shown in 
^pendix 5. 
CT2 handsets are light-weight and conpact, relatively Icw-cost 
both in terms of purchase and usage. At home, the handset can be 
used as any cordless telephone to make and receive calls sinply by 
installing a domestic heme base unit v ^ c h plugs into an existing 
telephone line. 
In office, CT2 handsets can be connected to the PABX system 
allowing highly portable usage at any location in the office premise ‘ 
Having seen the problem of using non-standardized connunication 
(air interface" betv?een the handset and the base station in the UK, 
vdiich prohibits the growth of the service. Hong Kong intends to 
adopt the Ccmmon Air Interface to enable all the handsets to be 
capable of connecting to any network. Moreover, non-standardization 
in air interface has proven disastrous as carpeting systems would 
have been inconpatible and inter system roaming could not have been 
achieved. In addition, the proprietary nature of the handsets would 
have prevented manufacturers from producing handsets and base 
stations at a reasonable price using the econory of scale production 




7 "Special Issue on Mc±>ile Communications" British Teleccan 
Technical Journal. Vol. 8, No. 1 January 1990. ~ 
8 
"Cordless Rivalry Intensifies, “ Telecotmunication Section, 
Asian Wall Street Journal, page 11, October 3, 1990. 
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% 
There are currently four new technologies _ Telepoint, the 
Digital European Cordless Telecatinunications (DECT) system, the 
digital cellular system known as Groupe Spciale Mc±>ile (GSM) after 
the European Conmittee has sponsored its standardisation, and 
Personal Ccxmrunication Network (PCN). 
All of these are to a degree cxnpetitive, althou^ initially it 
is likely that Tel^oint will have an edge over others due to its 
earlier launch and commercial usage ejq^eriences. 
DECT is intended to be a more fully featureed offering than CT2 
and is expected to be strong in the cordless PABX area of application 
in the offices that generate the bulk of tel印hone traffic. It has 
received very strong si^port in Europe and as said by B j o m Svedberg, 
124 Ericsson ‘ s chairman : "We believe that the coming DECT standard 
will best conbine the qualities that will be needed for the work 
9 
place •“ Ericsson has planned to unveil a pre-DBCT system - likely 
name as CT3 - and targets at late 1991 or 1992. 
The British Government hoped that the CT2 technology would be 
adopted across Europe and thereby give British manufacturers an 
"edge" over their rivals. This has occurred to some extent but not as 
fully as they would have wished. The major reasai for this is the 
perception that British are trying to "railroad" their European 
partners. 
、 
By mid-1990, Britain, Germ^y, France, Spain, Portugal, Finland, 
Belgium and the Netherlands had signed a memorandum of understanding 
to adopt a cannon standard version of CT2, and some other countries 
had begun, or are planning trials of the technology. CT3 itself is 
• 
9 
"Cordless Rivalry Intensifies, ” Telecaanunication Section, 
Asian Wall Street Journal, page 11, October 3, 1990. 
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scheduled for trials in Australia, Canada, Denmark and Sweden, and 
may soon be visible in Florida. 
In the Far East, there has been acceptance of the new CT2 
staa<3^d. Thailand, Bong Kong, Australia and New Zealand are well 
advanced in planning for Telepoint networks. America has not adopted 
. CT2 or Telepoint and seems to be looking at two hone grown carpeting 
technologies, both believed to have come from Bell Labs. Both of 
these technologies are addressing the problems of cordless tel印hony 
in the modem office and, as such, do not seem to be addressing the 
donestic or public service market. 
Nature of Service Business 
In order to ensure Tel^)oint Service is a viable business with 
healthy carpetitiai, the Government is going to issue four licences 
to run the Services. The Post Office would use the identical 
frequencies as in UK and that only Camon Air Interface products 
would be allowed. 
The Government has expressed that consortium or joint venture 
^proach is preferrable as it could bring in a good mix of ej^^erience 
and skill plus a sound financial basis. The Government also stresses 
the provision for quasi tvo-^ay services. The clause of awarding the 
paging service channel with the Telepoint Services license is one of 
the condition in license ^plication. 
For the users to access the Telepoint Service is by no means 
difficult. To make a call in the public area, the CT2 user sinply 
needs to locate a public base station - the Ifelepoint. Within about 
100 metres of the tel^x>int, the user presses a siitple key sequence 
for access to the system network. The handset will instantly 
‘ establish its connection with the Telepoint via a radio link. Photos 
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of the use of different prototype handsets with the Tel^xjint base 
stations are shown in i^spendices 6, 1, 8 and 9. 
The Tel^xDint will validate the identity of the user and may 
request, with a voice announcement, the user to enter his/her 
identification number (PIN) When the status of the user has been 
verified, the base statical will extend dial-tone to the user who can 
make calls in his normal manner. All this occurs within oily two to 
three seconds. 
Once the calls has finished, the tel^>Dint base station will 
then record the time, date and duration of the call being made and 
stores the information for eventual relay to the service centre for 
customer billing. 
The following summarises the advantages and benefits of the 
CT2/Telepoint Service to the public: 
-Telepoint gives the users freedom to take the 
personal phone v^ierever they go. The light-vei^t 
handset offers the best advantage for moving around. 
- A IcM cost way of staying in touch 
-Allowing "imraediate" return calls v^ien paged for 
- A personal and portable means of comnunications 
requiring neither cash or card 
- I t offers a higher degree of privacy and hygiene 
-Battery talking time of telepoint handset is 
typically six times longer than that of cellular 
^diones 
Positioning^^ 
10 Cox, Donald C. "Portable Digital Radio Camrunication - An 
i^roach to Tether less Access." IEEE Carmunications Magazine. July 
1989. 
1 1 • 
Park, C.W. & Zaltman, G. Marketing Management. The Dryden 
Press, 1987. 
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With the above inherent product uniqueness of CT2/Tel^XDint 
Service, its product positioning is very clear to fill up the gap 
between the paging and cellular tel印hone. 
CT2 would target at a broad secticai of the population, for 
exaitple, professionals, workers and salesperscxis vtho move around and 
require more immediate contact with OTe another in an easily 
affordable way. Telepoint will especially conpleroent the needs of 
radio paging users by providing them with outgoing communications. 
One senior industry expert coramented that Tel^xDint technology 
will, quite sitiply, put present business and general users with a 
new, ine^qjensive and portable means of accessing the public phone 
network. Telepoint systems will therefore cxupleinent rather than 
r印lace or carpete with mobile cellular networks. The Telepoint 
Services will support the natural growth of the mobile communication 
market by meeting the needs of mobile users vto do not require the 
full facilities of cellular jtone. 
The four service operators look at the current 711,000 pager 
users as their immediate and accessible market. The industry takes a 
bullish view that the CT2/Tel^xDint Service introduction would 
further boom up the the alreacfy fast e5q>anding paging market. In a 
nutshell, they believe both the sales and service incone revenue will 
be greatly increased. In the following ch^>ter, the profitability of 
the industry will be analysed to determine its attractiveness. The 
inherent problems stoning from its nature as an emerging industry 
will also be studied. 
Summary 
(1) Cordless connunication will be an irrportant part of the personal 
and business lifes in the 1990s. The European Catinunity has 
calculated that by the end of the decade, 50% of all telephones 
37 
12 
bought in Europe could be iiK±>ile telephone. Hong Kong is certainly 
viewed as a forerunner among other countries, and it's vdiolly private 
telecommunications sector is a world leader in several areas, and 
plans to stay in the lead. ^ ^ 
(2) The ch^ter reviews the new caner in the scene of cordless 
conmunication in Hong Kong - Tel^xDint Service or shortly as CT2. It 
is part of the overall radio ccimrunication industry as outlined in 
Chapter III. In this chapter, the Tel^xDint Service is analysed in 
more details, namely its product profile, relationship with carpeting 
technologies, its nature as a service business and possible 
positioning in the industry. This leads to a more indepth analysis 
in the next chapter on its profitability study. 
(3) The advantages and benefits of using Tel^xDint Service/CT2 are 
also sunmarised - freedom to use the phone, light weight, Icxig 
battery life, lew cost and portability. CT2 is positicxied 
between pager and cellular phone. Tel^xDint system will 
corplanent rather than replace or cotipete direct with mobile 
cellular networks. 
12 
"Cordless Rivalry Intensifies", T^ecommunication Section, 
Asian Wall Street Journal, page 11, October 3, 1991. 
13 Selwyn, Michael. "Hong Kong Shows The World The Way." Asian 
Business, November 1989. 
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CHAPTER V 
INDUSTRY PROFITABILITY ANALYSIS 
Base on the product uniqueness of CT2 and the positicxiing as 
analyzed in Chapter IV, this ch^ter would continue to evaluate the 
Telepoint Service industry from the financial point of view. The 
first section is dedicated to quantifying the market size, and 
forecasting the industry revenue. 
The second section is to look at the business profitability over 
a 10-year period of a service operator. Three scenarios are used to 
determine the profitability in each case, and a catparison will be 
drawn. The scenarios are assumed three, four or five operators are 
licensed to run the Telepoing Service industry in Hong Kong. 
The three scenarios are chosen for conparison because there are 
hot (debates as to how many • service operators the industry can 
si;5port. On one hand, the current three inobile telephone serivce 
operators - Hutchison Telecaimunication, HK Telecom CSL and Pacific 
Link all show interest, to participate. The Government, on the other 
hand, would like to have more player, especially open to foreign 
investment to participate in Hong Kong. The Report attempts to 
analyse the optimum merriber of service operators and the industry 
attractiveness. Financial tools of Profit and Loss Statement, and 
Cash Flow Statement would be orployed. 
The last part in this Chapter would further look into a 
practical situation where a dominating cperator might have 50% of 
market share, with the other operators fighting for the remaining 
half of the market. The financial model suggests irtplications and 
the benchmark of customer size in order to survive. 
39 
Industry Size 
Because of the design nature of the cordless telephone second 
generation and further enhancement of providing quasi two-way service 
by building a pager into the handset, it is logical that the target 
customer will be the pager users. The congestion of the existing 
cellular telephone systems limits the growth of the cellular 
telephone market, and there are inherent deficiencies of pager with 
the capability of receiving calls only. The CT2 is aimed to 
complement the deficiencies of pager and smoother! the congestion of 
cellular telephone system. It could help in diverting the market 
demands in cellular telephone system before digital cellular -mobile 
phone system is available. 
From Table 3.3, the growth of new pager users for the past five 
years was between 100,000 to 117,000 annually, representing a CAGR^ 
of 25.5% from 1986 to 1990. Most interviewees believed that the 
growth monentum would be slightly slower for the next few years, but 
2 
still in a growing stage. The CAGR is projected to be around 15% 
« 
froti 1990 to 1994 (21 new paging licences have been issued in 1990). 
The population of paging users will run up to 1.4 millions by year 
five.3 Based on these figures and the target customer designed, the 
financial model in this chapter assumes initially 20% of new pager 
users will join the services. The learning curve would extend to the 
fourth year where 65% of new pager users would also demand the 
services. The forecast is acceptable as the total Telepoint Service 
users upto year four only account for less than 20% of the total 
population of the pager users base (Illustration 5.1). The more 
1 2 
‘ CAGR is the abbreviation of Corrpound Annual Growth Rate. 
3 Figures are collected and analysed after interviews with 
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41 
conservative estimation is preferred to iitprove the prdbability of 
attaining the profitability. 
The above figures come from the consensus in the paging service 
industry. Although all prospective Telepoint Service Licence holders 
express a more optimistic view on the subscription rate, it would be 
preferrable to take a more conservative assurrption because of the 
above reason. 
Table 5 • 1 shows the forecast distribution of new customers 
joining the Telepoint Service. For the use of this R^XDrt purpose, 
the total number of users over the ten year period will be 350,000. 
An even distribution of customers are assumed among the service 
operators under three, four or five licensed operators for the 
• 1 
siirplicity . of illustration. A more realistic distribution and 
corresponding financial iitplications will be discussed in the last 
part of the chapter. 
Table 5 • 2 depicts the forecast of the annual revenue of the 
Tel^xDint Service industry for the next ten years. The calculation 
indicates that the first year industry revenue is around HK$21 
millions and it will incireas© at d. fast rat© up to HK$444 millions in 
year five. By year ten, the annual revenue of the industry is around 
HK$564 millions. Upto year ten, the cumulative revenue would be more 
than HKS3,731 millions. 
Financial Highlights 
The financial tools used in this section to measure the industry 
profitability are the Profit & Loss Statements and Cash Flow 
Statement. The key indexes are Cumulative Profit After Tax, and 
4 
Closing Balance. Profitability and cash management position could 
4 
Anthony, Robert N. & Reece, James S. Accounting : Text and 
Cases, Illinois : Richard D. Irwin, 1983. 
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TABLE 5.1 
FORECAST DISTRIBUTION OF TELEPOINT SERVICE CUSTOMERS 
CUSTOMERS OVER THE PUNNING PERIOD 
雪曹曹••爾『•••[^ •^•••••••M 
^ ^ ^ 2 3 4 5 6 7 8 9 10 
All networks 
Custower靠 Joining 21.9 43.8 65.6 109.4 S6.9 21.9 13.1 8.8 4.4 4 4 
per annul 
Total customers at 21.9 65.6 131.3 240.6 297.5 319.4 332.5 341.3 345.6 350 0 
year end 
Consort U r n network 
% 
Three Operators 
Customr^ Jolnfng 7.3 14.6 21,9 36.S 19.0 7.3 4.4 2.9 1.5 1 5 
pep a m u i 




Custowr靠 Joining 5.5 10.9 16.4 27.3 14.2 5.5 3.3 2.2 1.1 1 1 
per annuH 




CustOMT^ Joining 4.4 8.8 13.1 21.9 11.4 4.4 2.6 1.8 0.9 0 9 
per armm 
Total customers at 4.4 13.1 26.3 48.1 59.5 63.9 66.5 68.3 69.1 70 0 
year end 
* See explanatory notes overleaf. 
« 
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NOTES OF TABLE 5.1 
1) The pager custoner base at Year 0 (i.e. 1990) was 711,420. The 
data is from the annual r^ort of the Telecamoinications Branch, 
Post Office. 
2) The Post Office records show an annual increase between 100,000 
to 117,000 new pager users from 1986 to 1990, representing a 
CAC31 of 25.5%. The industry experts forecast a 15% between 
1990 to 1994. 
3) From Year 5 (1995) onwards, the paging market is reaching a late 
growth or early mature. Growth rate of new users will be 
dropping significantly. 
4) The major inpact of CT2 will be in the first five years. It is 
forecasted that in Year 1, 20% of new pager users will also use 
Telepoint Service simultaneously. With good feedbacks from 
early users, it is forecasted that from Year 2 to Year 4,the % 
of new Telepoint Services users will be 35%, 50% and 65% 
respectively of the annual new pager users. 
5) From Year 5 onwards, the new Telepoint Service users will drop 
dramatically as it is the comtion consensus among industry 
ejq^erts that the window of opportunity is less than 5 years, 
contingent on the cormercial introduction of other carpeting 
technologies • 
6) The total no. of T e l ^ i n t Service users is split equally among 
the service operators under the three scenarios of three, four 
and five operators. 













































































































































































































































































































































































































































































































































































































































































































































































































































































































then be cxnpared. The timescale under examination is ten-years, same 
as the license validity granted by the Government. To assess the 
possible profitability of a service operator, this chapter uses a 
financial model v ^ c h looks at three scenarios. These are the 
positions v^iereby licences of three, four or five operators are 
granted to run the Tel^xDint Service in Hong Kcxig. 
Capital injection has been k ^ t cxaistant under all three 
scenarios and has been assumed to be roughly equal to the coital 
expenditure required on the infrastructure during the first three 
years. HK$200 milligns will be used as the capital investment for 
each network after consultation with industry experts. 
All the assunptions and factors to run the Profit & Loss and 
Cash Flow statements are listed in details as per Illustration 5.8. 
The data and assumptions are based on discussion feedbacks during our 
interviews, and available market information v ^ c h make logical 
sense. Hie sales revenue and cost line data are projected as real as 
possible to an actual service business. Hius the result should 
reflect the trend, and proxi to practical business results. 
The financial model will first look at a hypothetical situation 
vtereby Telepoint Service customers would be distributed evenly among 
the service cperators. Financial highli^ts are drawn and catpared. 
The optimum number of service operators in running the industry is 
suggested. However, a more realistic situation of customers 
distribution is being looked at in the second part, and some 
benchmark figures are also proposed. 
Even Distribution of Telepoint Customer Base 
Among Service Operators 
The customer base of total 350,000 users^ over ten years would 
5 See Table 5.1 
46 
be spread equally among the service operators in the financial model 
to calculate their respective annual sales revenue. It is further 
assumed that the operators will start at the same time and gain equal 
share of each year's new custoners. There will inevitably be some 
loss of custoners but it is assumed that this will be small in 
corparison to the number of new customers joining the Telepoint 
Service. 
Table 5.3 shows the financial sumnary of the business with 
different number of cxxrpetitors. There is no doubt that fewer the 
catpetition, better the profit. However, with the need to balance 
corrpetition, and i:5diold the "open-door" principle to foreign 
investment, it is no surprise that the Government would select POUR 
operators. Even in such case, the Return on Investment will be 144% 
for a 10-year investment. Annual revenue for each operator will be 
HK$111 millions by year five^ and HK$141 million by year ten.? This 
financial performance should be deemed attractive by itself, not to 
mention the experience and preparation work that the service 
operators can gain for future technology development. The Profit & 
Loss and Cash Flow Statements for three, four and five operators are 
shown in details as per Illustrations 5.2, 5.3, 5.4, 5.5, 5.6 and 
5.7 
Possible Distribution of Telepoint Customer Base 
Among Four Service Operators 
Ihe previous section of financial analysis is based on a 
6' 7 See Illustration 5.4 _ Profit & Loss Statanent of Four 
Operators 
g 
Ross, Stephen A. & Vtesterfield, Randolph, w. Corporate 
Finance. Times Mirror/Mosby College Publishing, 1988. 
9 
Pyle, W.W., White J. A. & Larson, K. D. Fundamental Accounting 
Principles. Richard D. Irwin, 1978. 
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TABLE 5.3 
FINANCIAL SUMMARY OF A 10-YEAR PROJBCTIC^ 
UNDER THREE SCENARIOS 
S c e n a r i o C u m m u l a t i v e Profit Year to achieve | 
after tax 
at Year 10 positive cash balance 
five operators HK$151 million Year 5 
four operators HK$288 million Year 4 
three operators HK$515 million Year 3 or 4 
Source : Data extracted frcm Illustrations 5.2, 5.3, 5.4, 5.5, 
5.6 and 5.7. " 
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ILLUSTRATION 5.2 
FROFORMA PROFIT & LOSS ACCOUNT-THREE OPERATORS 
YEARS « 
• — > 
I TEN :N0TE: 1 2 3 4 5 6 7 8 9 10 
REVENUE 
: : 
New Custowrs : : 7.3 14.6 21.9 36.5 19.0 7.3 4.4 2.9 1.5 1.5 
p.^.《000、》 
CiMjl龜t1v« : : 7.3 21.9 43.8 80.2 99.2 106.5 110.S 113.8 115.2 116.7 
Custowrt 
《 0 0 0 . 靠 》 : 
Connection Fee«: 1 : 1.1 2.2 3.3 5.5 2.8 1.1 0.7 0.4 0.2 0.2 
Usage I Service: 2 : 5.9 23.6 53.2 100.4 H5.3 166.6 176.0 181.9 185.5 187.8 
Charges 
• � � • 
ToUl : ： 7.0 25.8 56.4 105.9 148.1 167.7 176.7 182.4 185.7 188.0 
• � 
COSTS ： ： 
• • • • • • • • • 
Plarketing Costs: 3 ： 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 
Stock/Afiply ： 4 ： 0.10 0.0 0.05 0.0 0.0 0.05 0.0 0.0 0.0 0.0 
Costs ： ： 
% 
： 5 ： 1.8 1.5 1.5 1.2 1.5 1.3 1.4 1.4 1.4 1.5 
8ervh» ： 6 ： 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 
Overhead Costs ： 7 ： 1.25 1.25 1.25 1.25 1.2S 1.25 1.25 1.25 1.25 1.25 
AitafnUtPatlon ： 8 ： 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 
S 9 ： 3.1 3.! 3.1 3.1 3.1 3.1 3.1 3.1 ,3.1 3:1 
Disburscwntt ： 10 ： 0.6 2.4 5.3 10.0 14.5 16.7 17.6 18.2 18.5 18.8 
To HK Telephone: ： 
Line Rental To : 11 : 2.5 6.6 9.1 9.9 9.9 9.9 9.9 9.9 9.9 9 . 9 
nc Telephone 
OisbUTMaenU : 12 : 0.2 0.7 1.5 2.8 4.0 4.6 4.9 5.1 5.2 5.2 
To Site Oynert : 
Base Station : 13 : 1.5 4.0 5.5 6.0 6.0 6.0 6.0 6.0 6.0 6.0 
Rent To Site : : ' 
Ouner^  
InstalUtfon of: U : 3.0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Bate Stations : 
Depreciation : 15 : 29.3 40.0 45.3 32.0 32.0 16.0 5.3 0.0 0.0 0.0 
• • 
• • 
Tot^l : ： 47.8 66.1 78.2 70.8 76.9 63.5 54.0 49.5 49.9 50.5 
J»rof1t/(LoM》： ••（41》（40》《22》35 71 104 123 133 136 138 
Before Tax 
Taxation : 16 : 0.0 0.0 0.0 5.8 11.8 17.2 20.2 21.9 22.4 22.7 
Profit/(U>««》： ：（41》《40) < 2 2》2 9 60 102 111 113 
After T m : 
: : 
OMJlatfve : : (41》《《1》（103) (74)《10 73 175 286 400 515 
r»rofU/(LoM》： ： 




PROFORMA CASH FLOW STATEMEMT-THREE OPERATORS 
• 11,1,, I,, •• »••• ,•厘 省 
YEARS 主 
I T E H : I I O T E : 1 2 3 4 5 6 7 8 9 l o ' ^ 
Receipts ： 
Connection Fees: 19 : 0.9 2.0 3.1 5.1 3.3 1.4 0.7 0.5 0.3 0.2 
Usage ft Service: 19 : 4.9 20.7 48.2 92.5 137.8 163.0 174.4 180.9 184.9 187.4 
Charget 
CapiUl ： 20 : 120 50 25 0 0 0 0 0 0 0 
TOT从 RECEIPTS : :125.8 72.7 76.3 97.6 141.1 164.4 175.2 181.4 185.1 187.6 
Paynents 
^^•riet : : 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 
Promotion : : 1.9 1.5 1.6 1.2 1.5 1.4 1.4 1.4 1.4 1.5 
Ol8burseMnts : : 3.2 9.6 15.9 22.8 28.5 31.2 32.4 33.2 33.6 33.9 
*胡 t ： 4.6 7.1 8.6 9.1 9.1 9.1 9.1 9.1 9.1 9.1 
Installation of: : 3.0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Bate Stations ： 
% 
OPERAnne ： 18.5 26.1 32.9 38.8 44.9 47.5 46.7 49.5 49.9 50 3 
PAYNEJITS 
Capital : 15 :120.0 53.3 26.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Expenditure ： ： * 
Taxation : 16 : 0.0 0.0 0.0 5.8 11.8 17.2 20.2 21.9 22.4 22.7 
. . T O T A L PAYMEMTS •• :138.5 79.4 59.5 44.6 56.6 64.7 68.9 71.4 72.3 73.0 
SURPLUS/ ： (13) (6.7》16.8 53.0 84.5 99.7 106.2 110.0 112.8 1 U 6 
(DEFICIT) : ： 
C^jening Balance: ( 1 3》（ 1 9 )《 3》 5 0 135 235 341 451 564 





I L L U S T R A T I O N 5 . 4 
WOFORHA PROFIT I LOSS ACCOUNT-FOUR OPERATORS 
gsxj^agsgggygygTry^r rggrryyyxgsaggasssssssggaBssss 
YEARS 
: - - — - > 
ITEM : I I O T E : 1 2 3 4 5 6 7 8 9 1 0 
* * - — • 
REVENUE 
••••••• • • 
• • 
New Custoner* : : 5.5 10.9 16.4 27.3 U . 2 5.S 3.3 2.2 1.1 1.1 
OwjlatWe : 5.5 16.4 32.8 60.2 74.4 79.8 83.1 85.3 86.4 87.5 
CustoMert 
(OOO.O 
Connection Fees: 1 : 0.8 1.6 2.5 4.1 2.1 0.8 0.5 0.5 0.2 0.2 




Tot雄丨 ： ： 5 . 3 19.4 42.3 79.4 111.1 125.7 132.5 136.8 139.3 U1.0 
華 * 鲁 • 
COSTS ： ： 
• • • • • • • 
• • -•^广 
Marketing Costs: 3 s 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 t.9 
Stock/Sifjply : 4 : 0.10 0.0 0.05 0.0 0.0 0.05 0.0 0.0 o!o 0.0 
Costs ： 
Advertising : 5 : 1.3 1.2 1.1 0.9 1.1 1.0 1.0 1.1 1.1 1 1 
Servk® : 6 : 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1:7 1:7 
Oy^head Costs : 7 : 1.25 1.25 1.25 1.25 1.25 1.25 1.2S 1.25 1.25 t.25 * 
ActefnUtration : 8 : 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 
: 9 : 3.1 3.1 3.1 3.1 3.t 3.1 3.1 3:1 3:1 3:1 
Ol8faur8€«entt : 10 : 0.4 1.8 •.O 7.5 10.9 12.5 13.2 13.6 13.9 14.1 
To NK Telephone: 
Une Rental To : 1 1 : 2 . 5 6 .6 9 . 1 9 .9 9.9 9.9 9 . 9 9 . 9 9 , 9 9 9 
HK Telephone • • 
DisburseMntt : 12 : 0.1 0.5 1.1 2.1 3.0 3.5 3.7 3.8 3.9 3.9 
To Sfte Ounert : ‘ 
.Base Station : 13 : 1.5 4.0 5.5 6.0 6.0 6.0 6.0 6.0 6.0 6.0 
Rent To Site : ： 
Ounert 
Instatlation of: 14 : 3.0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Base Stations : ： • • • 
Depreclatfon •• 15 : 29.3 40.0 45.3 32.0 32.0 16.0 5.3 0.0 0.0 0.0 
• • 
會 眷 
Tot«l : •• 47.2 64.9 76.1 67.3 71.8 57.8 48.0 43.3 43.7 43.9 
Profit/(LoM》•• ：《42》（46》（34》12 39 68 84 93 样 
Before T n 
Taction s 16 : 0.0 0.0 0.0 2.0 6.5 11.2 13.9 15.4 15.8 16 0 
P r o f U / a o M》： • •（ 4 2 ) (46》（34) 10 33 57 71 78 80 81 
After Tax : ： 
• 痛 • • 
Cumilative : : (42》（87》（121》（111) <78》（22) 49 127 207 288 
Prof 1t/( L o w》： ： 




WWFORMA CASH FLOW STATEMENT-FOUR OPERATORS 
YEARS 
: — - > 
ITW 1 2 3 4 5 6 7 8 9 10 
• ‘ - - - - - - - - - • 
Receipts : 
Connection Fe««: 19 : 0.7 1.5 2.3 3.8 2.5 1.0 0.5 0.4 0.2 0.2 
Usage ft Service: 19 : 3.7 15.5 36.2 69.4 103.4 122.3 130.8 135.7 138.6 140.6 
Charges 
Capital : 20 : 120 50 25 0 0 0 0 0 0 0 
TOTAL RECEIPTS : :124.4 67.0 63.5 73.2 105.8 123.3 131.4 136.1 138.8 140.7 
Poynentt ： 
Salaries ： : 5.8 5.8 5.8 5.8 5.8 5.8 5.8 S.8 5.8 5.8 
Promotion : : 1.4 1.2 1.2 0.9 1.1 1.0 1.0 1.1 l.l i.i 
Disbursemntt : : 3.1 8.9 U . 2 19.6 23.9 25.9 26.8 27.4 27.7 27.9 
: : 4.6 7.1 8.6 9.1 9.1 9.1 9.1 9.1 9.1 9.1 
Installation of: : 3-0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Base Stations ： ： 
OPERAnUG : : 17.« 24.9 30.8 35.3 39.8 41.8 42.7 43.3 43.7 43.9 
PAYMENTS 
Capital : 15 :120.0 53.3 26.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Expenditure ： 
Taxation ： 16 : 0.0 0.0 0.0 2.0 11.2 13.9 15.4 15.8 16.0 
TOTAL PAYICMTS : :137.a 78.3 57.4 37.3 46.3 S3.0 56.6 5«,7 59.4 59.9 
: : <«)(11.2》6.1 35.9 59.5 70.3 74.7 77.3 79.4 80.8 
《DEFICIT》 : ： 
‘ B a l a n c e : : 《《》《25) (19) 17 77 147 222 299 378 





PROfORMA PROFIT t LOSS ACCOUNT-FIVE OPERATORS 
YEARS 
: ：< • 
ITEM zMOTE: 1 2 3 4 5 6 7 8 9 10 
REVENUE 
Mew Custonert : : 4.4 8.8 13.1 2t.9 11.4 4.4 2.6 1.8 0.9 0.9 
p.«.(000*t) 
emulative : 4.4 13.1 26.3 4e.1 59.5 63.9 66.S 68.3 69.1 70.0 
Cus toners 
(000省.》 ： 
Connection Feet: 1 : 0.7 1.3 2.0 3.3 1.7 0.7 0.4 0.3 0.1 0.1 
Usage ft Service: 2 : 3.5 U . 2 31.9 60.2 «7.2 99.9 t05.6 109.1 111.3 112.7 
Charges 
Total : 4.2 15.5 33.9 63.5 88.9 100.6 106.0 109.4 111.4 112.8 
COSTS : ： 
Marketing Costs: 5 : 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1 . 9 
Stock/SMpply : 4 : 0.10 0.0 0.05 0.0 0.0 0.05 0.0 0.0 0.0 0.0 
ttt : ： 
AdvertUIno ： 5 : 1.1 0.9 0.9 0.7 0.9 0.8 0.8 0.9 0.9 0.9 • 
Servica : 6 : U7 t.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 
Overhead Costs : 7 : 1.25 1.25 1.25 1.25 1.25 1.25 1.25 1.2S 1.25 1.25 
Adifnittratlon : 8 : 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 
: 9 : 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3:1 
OlsbursoMntt : 10 : 0.4 1.4 3.2 6.0 8.7 10.0 10.6 10.9 11.1 II.3 
To NK Telephone: 
Line Rental To : 11 : 2.5 6.6 9.1 9.9 9.9 9.9 9.9 9.9 9 . 9 9 . 9 
MK Telephone 
Oisbursenents : 12 : 0.1 0.4 0.9 1.7 2.4 2.8 2.9 3.0 3.1 3.1 
To Site OMners : ： 
Base Station : 13 : 1.5 4.0 5.5 6.0 6.0 6.0 6.0 6.0 6.0 6.0 
Rent To Site : : 
Owners 
Installation of: U : 3.0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Base Stations : 
Depreciation : 15 : 29.3 40.0 45.3 32.0 32.0 16.0 5.3 0.0 0.0 0.0 
Total ： ： 46.8 64.2 74.9 65.2 68.8 54.4 44.5 39.6 39.9 40.1 
Frofit/<Lo«i) : : <43》<49) ( 4 1》（ 2》 2 0 46 62 70 72 73 
Before Tax : : 
Taxation : 16 : 0.0 0.0 0.0 0.0 3.3 7.6 10.2 11.5 11.8 12.0 
FrofU/(Lot«) : : (43)《49》（41) (2) 17 39 51 58 60 61 
After Tax 
O ^ l ^ t i w : : (43》<91) (132) (154》（117) < 7 9》（ 2 7》31 91 151 
Profit" Lo“》： : 




PROFORMA CASH FLOW STATEMENT-FIVE OPERATORS 
• a a a a,-arg-ttirgggaBMga 着 
YEARS 
： :< -
ITEM :NOTE: 1 2 3 4 5 6 7 8 9 10 
Receipts : 
Connection Fees: 19 : O.S 1.2 1.9 3.1 2.0 0.8 0.4 0.3 0.2 0.1 
Usage I Service: 19 : 3.0 12.4 28.9 55.5 82.7 97.8 104.7 108.6 110.9 112.5 
Charges 
Capital : 20 : 120 50 20 0 0 0 0 0 0 0 
TOTAL RECEIPTS : :123.5 63.6 50.S 58.6 84.7 98.6 105.1 108.8 111.1 112.6 
Payments 
Salaries : : 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 5.8 
Pr<*otion : 1.2 0.9 1.0 0.7 0.9 0.8 0.8 0.9 0.9 0.9 
OfsbuTMiBents : : 2.9 8.4 13.2 17.6 21.1 22.7 23.4 23.9 24.2 24.3 
Rent : 4.6 7.1 8.6 9.1 9.1 9.1 9.1 9.1 9.1 9.1 
Installation of: : 3.0 2.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Base Stations 
OPERATIMG : : 17.5 24.2 29.5 33.2 3^.8 38.4 39.1 39.6 39.9 40.1 
PAYMENTS 
Capital : 15 :120.0 53.3 26.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Expenditure : : 
Taxation : 16 : 0.0 0.0 0.0 0.0 3.3 7.6 10.2 11.5 11.8 12.0 
TOTAL PAYMOrrS : :137.5 77.6 56.2 33.2 40.1 46.0 49.3 51.1 51.7 52.1 
SURPLUS/ : :《U)《U.O》（5•幻 2S.4 44.5 52.6 55.8 57.7 59.4 60.5 
(DEFICIT) : s 
opening Balance: (14》（28》（33》（8) 37 89 145 203 262 




notes and assunptions 
^MMmmm^ • • • 爾 y m t X 
NOTE 
• • « • 
1 Connection charges at M d e when the handset U reflittered on the 
netyopk. The connection charge it S100. 
2 The tervicc charge is $75 per aonth and the usage charge Is 
expected to average $75 per m t l i . Take of service U expected 
to be even throughout the year. The bUlIng coupmy w U l collect 
t h U revenue and take all the bad debts. The charge for t h U will 
be 1QX of Usage and Service billings. 
3 These are all staff costs and are assuMd to be contt«it throughout 
•t one Marketing Manager a $500,000 3 Marketing Executives 8 
$200.000 p.«. each and 8 clerical I jmior staff 8 $100,000 p.a. 
each. 
4 Demonstration e«^ipaent of two base stations mtd 10 handsets are 
expected to be purchased in Year 1 to a value of $100,000. New 
•octeU of handsets are expected to be purchased In Y m t s 3 ft S to • 
Y«lue of $50.000 for each year. 
% 
5 Advertii<ng is expected to be heavy in the early y««rt uhen taken 
M • percentage of revenue. Figures a s s u n ^ fn this business pirn 
•re:-
Ye«r 1 2SX 
Year 2 6X 
Yeir 3 3.5X 
Yeart 4-5 1.5X 
Years 6-10 1.25% 
6 These are all staff costs m d are M s u K d to be c c m t n t throughout 
雇t one Engineer<n9 Manager 8 S500.000 p.a., • Network Manager • 
S200,000 p.a., an Actelnistratfon Centre Nroger a $200,000 and 8 
M»U)r technical and clerical staff a $100,000 p.a. 
7 thft is the staff cost for the Chief Executive m d tecretary 
totalling $1,250,000 p.a. 
® 作 , 藝 • l l •taff costs as8Uied to be constant throughout at one 
Finane切I Controller at $500,000 p.«. m d four Jwlor staff at 
$100,000 p.a. each. 
9 The consortiia is expected to need an adtinlstration centre that 
« m house the coo^xiters, an engineering store m d • report centre 
Thl^ It M M e d to be 5,000 sq.ft. at • rental of $20 per sq.ft. 
per Month in an Indjstrial are.. 8l«ilarly, the Chief Executive. 
Marketing and Ackin. staff are assuaed to require 4.000 sq.ft. in 





10 Th® Usage charge to custoaert will be $0.5 per alnute or part 
thereof. Hong Kong Telephone w U l be entitled to the •tandard 
•cc«M charge of S0.09 per ainute. Although this Is recorded on • 
a«ul，tfve basis. It Is assuied here that this will be charged on 
completed c a l U at per afnute or part thereof. 
11 Hong Kong Telephone line rental charge for PNETS p l i c a t i o n s is 
$69 per exchange line per aonth. 
12 This disbursement gives the oyner of the site where the base 
•tation Is located a share of the call revenue originating on that 
I M M •tition. T h U It calculated at SX of call revenue. 
13 T h U disburseMent gives the owner of the site where the base 
•Uticn is located rental for the apace occMpied. This it asstaed 
to be $2,000 p.翁. 
U The cost of Installing • Base Station it asstfled to be $2,000. 
15 The network Is expected to cost $200 N H U o n . The coi^autert m 
expected to be 20K of t h U wfth the bate stations taking the 
other 80%. Base statfont are expected to be Installed at the rate 
of 1.500 In year 1, 1,000 fn year 2 «id 500 In year 3, C e n t e r s 
m U I all be fnstalted in year 1. Dcfsrcciatlon U a s n m e d to be 
•tr^fght line. CcMfsuters are assuwd to have 垂 3 year life. Bate 
Stations are assuwd to have • 5 ytmr life. ‘ 
16 Standard Corporate Tax Rate for Hong Kong U 16.5X. 
17 Inflation ft not built into either the Revenue or the c o s u . 
18 No financing costs are built into the Financial Data. 
19 The debtor days are assuned to be 60. 
20 Capital injected fs u s m e d to be roughly equal to the C«pftal 
Expenditure required during the first 3 years. 
% 
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hypothetical ^^proach of evenly distribution of customer base among 
the service operators. The results carry meaning for study as all 
the expenses and costs could be projected reasonably, and the 
financial analysis provide some ballpark figures good for corparison 
discussion. 
In real situation, the current pager users population is very 
unevenly distributed among the few big service c^^erators. This has 
been reported in detail under Chapter III. As the primary target of 
the new Telepoint Service users would cone from the paging custoner 
base, it could be realistically assumed that the existing service 
operators like Hutchison Paging, Hong Kong Telecom CSL and Star Pager 
consortium would definitely focus on their respective paging customer 
base and convert them to Tel^xDint users. The other two service 
operators. First Pacific has scxne number of pager users from its 
member of the consortium, v ^ l e Chevalier (OA) does not have any 
current paging users. They would fight hard to convert customers 
from the two former operators, and ejq)and from the other small paging 
caipanies. Thus, it is highly likely that the Telepoint users 
distribution might follow similar pattern of the current paging 
market - unevenly distributed and highly skewed. 
There is a ccxiroon consensus among industry experts that 
Hutchison Paging will still maintain its leadership position in both 
« 
the paging and .Itel^XDint markets. From all data and information 
collected, Hutchison would pursuit aggressively in this industry, and 
therefore its dominating position of at least 50% market share, would 
affect the profitability of the other service operators. From a 
financial point of view, Hutchison would have a very short pay-back 
period of less than three years on the investment made in Telepoint. 
A more interesting point found during the financial analysis is 
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how the other three service operators would survive in the midst of a 
highly possible disequilibrium created by Hutchison. From the 
financial model presented in the last sectiCMi, a 20% share of the 
market is a marginally attractive investment (this is same as five 
operators running with equal split of customers) • Bearing that 
Hutchison might occupy 50% of the market, the other three contenders 
have to struggle for the other half of the market. A summary of 
profitability attxactiveness and customer base size based on possible 
market share of each operator is given in Table 5.4. 
The benchmark to survive should be a 15% market share fron the 
financial model used in the previous secticxi. This is equal to a 
critical mass of about 52,000 users, and the operator would be 
running a break-even business over the 10-year licence period. Of 
course, there are other factors v^hich could still support an 
cperation of below the 15% share benchmark, and these factors would 
be dilinerated in the last ch^ter - Recorinendation, of this Report. 
S u m n a r v 
1) A "conservative" financial approach is adcpted in this ch^ter 
v^hen looking at the profitability analysis of the Telepoint Service 
Industry. 
-Intake of new Telepoint Service users is 
gradually increasing from 20% to 65% of 
the annual page users in the first four 
years. 
一 Increase in new Telepoint Service user 
is peak at year four and growth rate decreases 
from year 5 with nearly no growth in the last 
2 years. Industry experts look at a five-year 
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Table 5.4 
Relationship of Market Size, Customer Base Size, 
and Its Financial Irrplications 
Market Share Size of Financial Attractiveness 
of each Customer and 
operator (1) Base (2) Its Inplications (3) 
25% 88,000 Moderate Attractiveness 
ROI ~144% 
20% 70,000 Attractive 
. ROI~75% 
15% 52,000 Break-even business 
Critical mass must be 
reached to survive 
10% 35,000 Loss of all capital 
layout of HK$200 
million 
Minor player 
Exit any time 
Notes : 
1) Hutchison Paging is not considered here. 
2) The financial model in the previous section assumes a total of 
350,000 Telepoint Service users over a 10-year period. 
3) ROI is based on a total cumulative 10-yr revenue, without 
inflation adjustment and an initial capital outlay of HK$200 
million. All revenue, cost and customer figures are from 
illustration 5.1 to 5.7. • 
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window of opportunity. 
-Annual revenue cones from only two sources -
connection fee and service income. Charges 
are set at a very reasonable rate based on 
1990 level. 
- A l l the necessary costs and expenses 
to operate the Tel^xDint Service business are 
included and forecasted to the best knowledge , 
at the time of writing. The major itons are 
staff cost, system and base stations . 
(i.e. Telepoles) cost, rentals of 
administration and engineering centres, 
advertising budgets and network charges 
to Hong Kong Telephone Co. Ltd. 
2) Thus, the annual revenue is deened achievable and net profit 
after tax is realistic. The financial tools used are the Profit & 
Loss Statement and Cash Flow Statement. 
3) The industy size and annual revenue is forecasted to illustrate 
its attractiveness. At the peak of the industry (Year 5), the annual 
revenue will be HK$444 millions, and cumulative revenue of the 
industry for ten years will be HK$4,220 millions (all figures use 
1991 as base) • 
4) A financial model of using three, four or five service op^ators 
is enployed to forecast the profitability of each scenario. For the 
siirplicity of illustration and calculation, an even distribution of 
customers among operators are used. The analysis shows that the 
industry can si^port four operators v^ere they can have a positive 
cash balance by year four and ROI in a 10-year period is 144%. 
5) The above also matches the current stand of the Hong Kong 
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Government to award four licenses 一 three to the current mobile 
telephone serivice operators, namely Hutchison Telecorrmuncation, HK 
Telecom CSL and Pacific Link, the fourth one to a new player 一 a 
consortium of Chevalier and OTC (Australia). The government ‘ s 
decision is based on the consic3eraticxi that each operator can have a 
"reasonable" financial return, vdiile a new local/foreigh investment 
can be introdiKjed into the scene to li^ diold Hong Kong's image of fair 
and open conpetition, and the "open-door" policy to foreign 
investment. 
6) The ch^ter concludes with an analysis of a more realistic and 
probable situation in the industry - Hutchison would dominate at 
least 50% of the share while the other three compete for the 
remaining half. The benchmark of survival is 15% share, i.e. 52,000 
custotier base in order to run a break-even business over the 10-year 
license period. There are, of course, other than financial reasons 
to stay in the Telepoint Service industry even for running belcw 15% 




INDUSTRY STRUCTURE ANALYSIS AND STRATEGY CHOICES 
Structural Characteristics Of Telepoint Service Industry 
€ 
- A n Bnerqinq Industry 
Telepoint Service industry is considered as an emerging industry 
v ^ c h bears all the characteristics outlined below.丄 It is created by 
technological innovations through the cordless telephone technology 
improvements done in Europe. There is also an emergence of new 
consumer need from the rapidly increasing usage of paging and the 
limited frequency availability for the cellular mobile telephones. 
The essential characteristics of an emerging industry is that there 
is no rule of the past. Every coipetitor in this new industry will 
“ have to work and c3evelop their own rules so that they can prosper. 
The absence of rules is both a risk and an of^rtunity. 
T M s chapter will examine the characteristics facing by 
Telepoint Service industry, and the constraints vdiich affect the 
development of the industry. The next chapter will follcw with the 
analysis of strategic choices available. ‘ 
Technology Changes 
The new generation cordless telephone technology was developed 
1 Porter, Michael E. Ccxnpetitive Strategy ： Techniques for 
Analyzing Industries and Ccxipetitors. New York ： The Free Press, 
1980. 
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primarily in UK, and further stuc^ was also done in the Continental 
Eurcpe. Initially, there was no common industry standard v ^ c h 
caused quite a confusion when the technology was first introduced in 
Lonc3on. Hong Kong has learned the e5<perience and would adept the 
Cannon Air Interface (CAI) standard. Though Hong Kong is better off 
with a CAI standard, there is still doubt about the products 
configuration especially on the handsets. 
Undefined Strategy 
As there is only limited ej^jerience in the Telepoint Service 
industry, primarily negative inputs from UK, there is no right or 
wrong strategies being identified. The service operators can have 
different approaches to introduce products, positicxiing, marketing, 
servicing, promotion, and segmentation. One advantage is that three 
operators have already been in the paging market or cellular 
telephone market and has known each other quite well. The fourth one 
is a new comer v ^ c h might bring entirely new approaches to the 
industry. 
High Initial Cost 
The introduction in UK was proven not that successful, v ^ c h 
might have affected the develqpraent and producticffi of the handsets 
and base stetions • It might mean a high initial cost for the 
operators, and there is no timetable on the possible drop of the 
handset cost. The industry does not have experience of how long the 
learning curve will soon level off. 
First-Time Buyer 
There is a massive, essential marketing job in the industry to 
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induce substitution and get the buyer to purchase the new handsets 
and use Telepoint Service. The buyer must be informed about the new 
and additional features, and be convinced of its potential benefits. 
These benefits should outweigh any possible risks related to using 
the Telepoint Service. 
Role of Government 
"Positive Nbn-Interventionism", the basic principle of the Hong 
Kong Government, dictates that the role of the government is not in 
the financial subsidy v ^ c h normally other governments might take. 
Instead, Hong Kong Government is providing the available spectrum, 
and creating a fair and open conpetitive environment. Such act 
avoids any government political interference to the future business 
growth and new investment decision. 
Constraints on Industry Development . 
Threats from Suppliers 
The basic supply and demand principle affects the long term cost 
of handsets and the number of manufacturers. Currently, there is 
only a very limited source of supply. (GPT of UK, seems to be the 
ONLY supplier meeting the government ‘ s requirement to produce 
products meeting CAI standard). Motorola would soon cone up with 
ccnpatiable handsets, but the production may be delayed due to some 
inherent technical questions. Some other manufacturers like Orbital, 
Femantie claim to have CAI handsets, but it is still questionable. 
Thus, some operators 她ght have to delay their Telepoint Service 
introduction schedule, contingent on their negotiation and 
relationship with GPT. There are also concerns on the quality 
I 香 港 中 文 大 學 圓 當 館 藏 當 
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standard of some handsets. 
The location and availability of base station sites are another 
indispensable element of success. The customers can only enjoy the 
Telepoint Service benefits vdien they can easily locate a base statics 
site and make outgoing call. There are increasing signals from the 
prospective and current site si:53plies to negotiate for higher rental 
price due to increasing demand. It would directly affect the 
industry profit margin. 
The current estimate is that each network will require 3,000 to 
4,000 base stations to provide adequate coverage. Four cperators 
will require a total of 12,000 to 16,000 sites to house all the base 
stations. Availability of sites will definitely be one of the major 
issue v^en opening the network. 
Lack of Successful Experience 
Even though UK introduced Telepoint Service two years ago, there 
was no proven successful, e^qjerience on the distribution channel, 
servicing, or maintenance v ^ c h can be applied in Hong Kong. Each 
c^)erator might interpret differently the lessons leamt in UK, and 
modify to suit local environment. The learning curve would vary 
dependent on respective cperators ‘ maturity and ability. It would 
contribute partly to the high initial cost of running the business. 
The advantage is that three service operators have been in the paging 
or cellular business and therefore can draw on a synergism. 
Absence of Product Standardisation 
Though the Cannon Air Interface (CAI) standard has been adopted 
on a broad sense, there are more ind^th details to be agreed 15)011 
among service operators. e.g. synchronization and the sharing of 
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telepoint base stations because of the limited availability of sites. 
The Government could not interfere in every operational details, and 
it is really up to the service operators to reach a common consensus 
v ^ c h would reduce the confusion among the public. 
Possible Technology R^laconent 
Radio carmunicaticxi technology is r印idly changing. Currently, 
there are numerous works being done in Europe and North America like 
DECT, PCN. The most comparable technology to the current one being 
introduced in Hong Kcxig is the third generation cordless telephone 
(CT3) - i.e. Digital Eluropean Cordless TelephcxiB (DECT) • Ericsson, a 
广， 
giant in the industry, is new pushing the technology in the European 
and other markets. The Tel^xDint Service industry growth will be 
iirpeded if buyers perceive that the CT3 technology or the others will 
significantly and quickly r印lace the current CT2 products. Buyers 
would wait until the handset unit costs drop down dramatically or 
slowing down of the new technology development. 
"TeleConfusion" 
Customer confusion would be ej<pected to be more serious as 
carpared to the period with only paging and cellular telephone 
available. One of the causes is due to too many technology changes 
and updates. The public would begin to be aware of many different 
terms and introduction of new technology from news media, magazine or 
TV. Each technology would claim to be the best and fit today and 
tomorrow needs • And the other cause cones from a multiplicity 
鄉roach of the four service c^)erators. Each operator vould follow 
their caipany objectives and send out the message to the public. The 
claims and counterclaims among the operators also contribute to such 
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"Teleconfusion". It would limit the growth of the industry because of 
the perceived risk of purchase by the public. 
Fluctuating Product and Service Quality 
With new player in the industry, limited successful experience 
abroad, there are high chances that the product and service quality 
will be fluctuating at the initial stage. This might result in a 
negatively affected image and credibility of the entire industry. 
However, the cellular telephone market has indicated that coverage of 
system, features, weight and size of the handset, clear marketing 
strategies, appropriate advertising and service quality are the 
factors leading to the success of the celluar telephone service 
business. It can also be decoded for the Tel^xDint Service Industry. 
2 
Factors in Strategy Selection 
Externalities in Industry Development 
In an emerging industry like Tel^xDint Service in Hong Kong, one 
key issue that the four service operators have to consider is to 
balance between industry advocacy and pursuing its own self interest. 
Because of the potential problems of the industry image, credibility, 
"TeleConfusion" etc, the success of the T e l ^ i n t Service industry is。 
highly dependent on the co-operation among the four service 
cperators. The primary concern for the industry is inducing product 
substitution to use Telepoint Service and attracting first-time 
buyers. It should be in the long-run interest of each service 
2 
John F. & Buzzell, Robert D. Strategic Marketing. 1st. 
Little Brown, 1986. 
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operator to help promoting industry standardization, providing 
consistent product and service quality and developing a uniform image 
to the public. 
This inherent need for the industry co-operation during the 
start up period m i ^ t create a diletnna for the service operators. 
Each service operator might be driven to follow individual strategy 
in order to pursuit their marketing goals. Because of the wish to 
maintain its uniqueness and corpetitiveness, they might make other 
product claims and additional services resulting in overall negative 
irtpacts to the entire business. At the same time, customer confusion 
is continuing about vtot is the best. 
A further iirplication of externality in the industry development 
is the possibility that a service operator might initially have to 
adopt strategy v ^ c h does not match with its long-run goal. In such 
case, the operators mi典t have to work and promote in areas v ^ c h 
might not match their ultimate objective. 
This "tenporary" action might be necessary to develop the 
industry, and such investment outside the operators' ideal long-run 
position are part of the cost developing in an energing industry, and 
would enjoy the benefits only v^en the public is building up the 
confidence in using Telepoint Service. 
Role of Si;53pliers and Distribution Channels 
Strategically, the service operators must be prepared for a 
possible threat frcm the si^liers and tel^xDint site providers. On 
one hand, v^en initial sales is slow, the manufacturers might have 
difficulties to cut unit cost from economies of scale. While on the 
other extreme, v^ien sales is booming, the site providers might push 
up their site rental charges. Both situations will affect the profit 
margin of the service operators. 
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Similarly, the service operators might have to take a new look 
in the functioning of the current and future distribution channels in 
terms of product offering, servicing and convenience provided to the 
public. They might consider to involve new distribution channels, 
provide incentive for channels to expand and invest in facility, and 
might even have partnership with the operators. Early exploitation 
of this change can give the service operators strategic leverage. 
Relationship among Carpeting Operators 
What is the right way to live with carpeting service operators 
is a highly c3ebatable issue. The presence of new entrants like 
« - • 
Chevalier (OA) and subsequently their different marketing strategy, 
might promote resentments among the current operators. One possible 
problem in an emerging industry is to spend excessive resources 
defending the present equilibrium and perceived market position. 
This can be partly an emotional reaction to drive out the new 
entrant. It is likely for the operators' best return and the 
industry benefits to invest in building own strength and develop the 
industry demand. 丨 
Possible Strategies^ 
The Telepoint Service industry will achieve its overall maximum 
gain with a window of opportunity of 5 to 6 years v^en the followings 
are acconplished. 
-Quick acceptance by the public with, confidence. 
-Creating the demand in the mass market 
(ideally equal to the paging market v ^ l e fueling 
the growth of the paging market) 
3 Paley, Norton. The Manager's Guide to Conpetitive Marketing 
Strategies • American Management Associaticxi, 1989. 
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-Filling the personal mobile cannunication need 
vsMch is currently a gap between paging and 
cellular telephone 
-Slowing dcfwnn the introduction of DECT 
Co-operation to Promote the Industry 
The ^^ost Office is responsible for making policies v ^ c h allow 
the Telepoint Service industry to develop, promote and prosper. With 
the government paving the way and creating the environment, it is 
really up to the industry, via the four service operators, to take 
up the active and initiative role in making the business successful 
in Hong Kong. 
As analyzed in this Chapter, the number one factor to consider 
is the industry development. It is envisaged that sane kind of 
industry association or quasi-association should be formed to address 
conmon problems faced - vtot are the joint actions and programs that 
all four service operators can work together, and ultimately achieve 
the objective to boom up the v^ole industry. There are many excellent 
exairples that other industries are currently doing eg. Hong Kong 
Office Equipment Association, Hong Kong Computer Association, etc. « 
One point worth noting is that viiile the operators are promoting 
cxD-cperation among themselves to educate and develop the industry, 
they should not lose sight in building their own uniqueness. This 
would be analyzed in the next chapter. 
4 
Penetration Pricing 
Through the interviews and customer need analysis, recurrent 
service charges are not a great factor in determining v^ether or not 
4 
McGuigan, James R. & Moyer, R. C. Managerial Economics. 4th 
ed. St. Paul : West Publishing Corpany, 1986. 
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‘ the public will subscribe to the Telepoint service. The real bar to 
• 
use the service is the initial cost of purchasing the handset. 
Current data from Hong Kong and other countries for other mobile 
services has shown that custoners are willing to pay up to 1.5 times 
their monthly salary for a mobile cannunication instrument. « 
Price Structure 
Handset 
The business scope of the service operators is to run the 
service and gain frem the service incoroe vdienever the airtime service 
is incurred. Thus, the service cperators should have little direct 
一 interest in any profit from the sale of handsets. As such, if the 
operators deem a requirement to source terminal equipment at the 
outset to encourage the growth and take up of Telepoint, then the 
products should be transferred at cost price plus minimal mark-up to 
the channel distributions • The distribution will need to be 
encouraged to sell the Telepoint service vthen they are selling the 
handsets. Respective incentive programs should be determined by each 
service operators. 
For the purposes of this research, it is assumed that a handset 
will be sourced costing STGIOO each and that the distributors will 
sell for the local currency equivalent of STG195 and that their 
retail price will be acceptable to the market. 
Recurrent Charges 
It is forecasted that the average Telepoint call duration will 
be 2 - 2.5 minutes giving a revenue of HK$1 - $1.25 per call. The 
average number of calls per day is expected to be 2 - 2.5 which, with 
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an average number of days per month of 30, gives a total monthly call 
count of 60-75. The total monthly average call charge is expected to 
be HK$75-$100 per customer v ^ c h compares well with the more 
expensive cellular service at HK$180-$300 (excluding the basic 
subsciption fee of ^3prox. HK$350). 
Hong Kong has no timed calls for tel印hony. Fran business and 
« 
domestic telephones all local calls are free. Fran Public Call 
Offices all local calls are a flat rate unit fee of HK$1 for any 
duration of call. It is estimated, however, that calls from Public 
Call Offices have an average duration of 2-3 minutes which would put 
the call charges at HK$0.33 - 0.50 per minute. Cellular calls are 
timed and call charges vary enormously depending the nuniber of 
free minutes allowed and break points over v ^ c h call charges reduce. 
Ov虹all, however, the cellular cotpanies are looking for an average 
per minute charge of HK$1.50 - $2.00. Telepoint cannot ej<pect to 
command the sort of call fees pertaining to cellular and it is 
assumed that the per minute charge will* be levied at HK$0-50 per 
minute. 
In cellular telephony, there is. a "fixed" monthly charge for 
using main exchange equipment. It is proposed that the Tel^)oint 
service also charges a standing service charge set at HK$75 per month 
initially. Not only will this bring recurring revenue but it will 
also act as a deterrent to those prospective customers that cannot 
really afford the service and are prospective bad debt risks. 
Following on from the above, the use' of connection fees is also 
used to deter prospective custoners v?ho cannot really afford the 
service and are prospective bad debt risks. Connection fees are also 
levied to offset the cost of processing applications to join the 
• network and activating the handsets on the system. It is pressed 
the Connection Fee be set at HK$200 at the outset. 
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It is proposed that, at the outset, international calls will not 
be allowed. Customer demand for international call c^)ability would 
have to be monitored carefully and could be introduced if there is 
sufficient danand. Whether or not the market would stand a premium 
of more than the proposed charge of HK$0.50 per minute over and above 
/ 
the prevailing international call rates is open to question and would 
need to be studied. What is certain is that, in all prc±>ability, the 
base stations would have to recognize the international call prefixes 
and carry out an on-line verification with the exchange centre. This 
would almost certainly require leased circuits from the base stations 
and the use of concentrators for these circuits. The cost of these 
is not included in this research. 
Surnnary 
1) Tel^x)int Service industry is an emerging industry bearing the 
characteristics of having no rules of the past. The industry is 
driven by both technological innovations and market demands. Hong 
Kong would adept the Common Air Interface (CAI) standard to ensure 
conpatibility to any network and promote econany of scale. However, 
the industry is having the characteristics of undefined strategy from 
the past, high initial cost to provide extensive coverage, 
subsitution to existing products, being substituted from other new 
product and being driven by the "Positive Itai-Interventionism" of 
the Hong Kong Government. 
2) The industry is also facing the constraints of limited number of 
suppliers, lack of successful ejq^erience, absence of product 
standardization, short c^portunity window, possible technology 
replacement, teleconfusion to public, fluctuating product and service 
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quality, lack of favourable factors driving economy of scale and 
technology advancement from caipetition. 
3) Having these characteristics and constraints, selection of 
strategies will be inportant to bring the success to the industry. 
The primary concern for the industry is inducing product substitution 
to use Telepoint Service and attracting first-time buyers- Industy 
co-cperation would help promoting industry standardisation, providing 
consistent product and service quality and developing uniform image 
to the public. Each service operator would have individual strategy 
to pursuit their marketing goals. Roles of suppliers, distribution 
channels, relationship among carpeting operators would shape their 
individual strategies• If the diletntia of (i) quick acceptance by 
public; (ii) creating c3emand in the mass market; (iii) filling up the 
gap between paging and cellular telephone; and (iv) slowing down the 
product substitution by DECT can be accarplished, the Tel^»int 
Service industry may achieve its maximum gain within a short window 
of opportunity of 5-6 years. 
4) from the service and product quality, radio coverage and 
product acceptance, pricing of the instrument and substitution will 
also determine the success of the industry. The service charge is 
expected to be around one-third to one-fourth of the cellular service 





As discussed in the previous chapter, it is recommended that the 
industry should adopt overall strategies to build up the public 
confidence and acceptance of the product services. However, in the 
long run, the individual operators should pursue a differentiation 
1 
strategy in their own interest. Sane conpanies would grow together 
with the corpetition v ^ l e the entire industry is booming at the early 
growth stage. They lose sight to build up their uniqueness during the 
、 profitable period. In the long run, they are vulnerable and suffer. 
This is partly the natural consequence of "perfect" corpetition in a 
free econon^ like Hong Kong. Hutchison groi:^ ) has set a vivid example 
in the radio canminication industry that its subsidiaries, Hutchison 
Paging and Hutchison Tel印hone follow throu^ their long term strategy 
to pursuit differentiation via building market share and i;^~inarket 
positioning respectively. 
In a differentiation strategy, the service operators should 
pursue something unique in the industry that would be highly valued by 
the buyers. They should select one or more attributes that many 
buyers will perceive as inportant, and match their individual strength 
。2 
and weakness to position itself to meet those needs. In this 
chapter, we will identify those areas worthv^le to lodk into. There 
can be many different ways to achieve differentiation strategy if a 
1 Porter, Michael E. Conpetitive Advantage : Creating and 
Substaining Superior Performance. New York : The Free Press, 1985. 
2 
Peters, Thomas J. & Waterman, Bdbert H. In Search of Excellence 




number of attributes are widely valued by buyers. These possible ways 
are outlined belcw. Above that, it is even better that the cperators 
can create a sustainable differentiation v ^ c h will ultimately put 
them in an above average performance. This will be further elaborated 
in the next chapter. 
Increase Source of Uniqueness 
Alternative Differentiation Sources 
The operator can increase its overall differentiation by 
exploring more sources of uniqueness on tc^ of the product itself. As 
roost cperators cone with a consortium, their partners might provide 
、 such additional value» Hutchison is a good exairple of a successful 
differentiation steming frcm the partnership with a high technology 
corpany 一 Motorola. Other exanples include the teleconmunication 
expertise from CSL; Chevalier (OA), though a new comer, has an unique 
advantage of a mass base office equipment users and good maintenance 
service track records. 
« Product Performance 
Even with the same CT2 technology and CAI standard, there will 
inevitably be sane variations in the product performance among the 
operators. The operators must make sure they understand the products, 
properly pronote its performance, and take steps to bring the actual 
use consistent with the claims. The following simple rules should be 
noted. 
-Thoroughly test the products before putting 
claims to the market 
-Design effective manuals and other instructions 
for easy use 
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一 Provide training/hot-line enquiries to buyers to 
inprove the actual use, either directly or via 
channels 
-Clearly and timely inform the users v ^ c h area 
are covered effectively under the transmission 
netvwDrk 
Without such conscientious and uipromising attitude towards the 
product performance standard, many early users would drop out. It is 
repeated in other parts of this Report that users can switch between 
operators very easily and without much cost incurred. Thus, by 
pursuing this strategy, the caipany can be at equal status, if not 
differentiated better than the coipetition. 
Promotion Thane 
The conpany's differentia,tion effect can be multiplied vthen the 
promotion thanes match the strategy correctly. The reinforconent 
result can cone from various sources other than through the obvious 
advertising media. The promotional activities chosen should match 
consistently with the intended base for differentiation. One m i ^ t 
errphasize on the ability for good and effective transmission, sane 
might focus on the ccxivenience of their retail outlets, v ^ l e the 
other might talk about their close personal attention and service to 
the buyers. 
Product Information 
The proper bundling of product related information can often 
% 
enhance differentiation. It is a general consensus frcm the service 
operators that the new Tel^xDint Service has to meet the practical 
needs of the customers. 
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Their demands are higher, and they are always cortparing the 
unique benefits versus using pager and cellular telephone. Thus, if 
they know the product better and achieve satisfactory result, it 
becomes an additional source of differentiation to the conpany. 
iliis part seems so obvious that it sometimes gets buried and 
forgotten while - the marketing is spending the budget on other 
"differentiation" activities. The following basic answers have to be 
provided to the users like : effective description of how to operate 
the handset, v^ere to locate base stations, and how to service it. 
These can align the intended use (as pushed by marketing) with the 
actual use by the custoner, thus minimizing any possible frustration. 
Optimize Cost of Differentiation 
To achieve differentiation result and meet customers needs, 
usually additional resources are required. However, there are other 
areas v^iere no extra money has to invest, and can still achieve the 
differentiation effects • This is a challenge for the sales and 
marketing to look for optimization of resources spent, and make the 
cost to become an advantage in achieving differentiation. 
E>q>lore Less Costly Source 
Many activities can be made more unique at little, extra cost. 
Most service operators will intend to differentiate the coipany from 
others by providing a good customer service via the many retail 
outlets; from their existing paging centers. The aggregate effect of 
such strategy can be coiplemented greatly v^en a cotprehensive human 
resources plan is included as part of the strategy. Selection of 
people, training, and incentive shall be designed to match with the 
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strategy, at no extra cost. The net result is that with a proper 
training, and a consistent promotion theme among the retail outlets 
eitployee, this will have a good linkage with the customer. Whoever 
does it better can command and inprove differentiation. 
The new entrant. Chevalier (OA), might consider to use other 
channel resources which are currently not being used. Exaitples are 
reputable chain stores selling personal accessories or electronics. 
The cost of doing such search is ine^q^ensive but might open up a new 
dimension to serve the public, and prove to be distinguishable. 
Maximize Past Promotion Inpact 
It is inportant to find efficient and cost-effective ways of 
creating perceived value to the end user. If the differentiation can 
draw on pronotion inpacts from past investment, the effect is nearly 
cost-free. 
Sane operators have pronoted their coipany's reputation via 
providing high technology products, buyers' confidence, highest 
numbers of user population, fast and convenient services etc. the 
iitpacts have been built up in the users. Their future promotions can 
draw on such highlights, and it would be less costly to do all over 
again. 
Evaluate Effectiveness 
In addition to seeking a cost advantage in differentiating, the 
operator must also pay attention to lowering cost in activities 
unrelated to the chosen differentiate strategy. Resource is limited. 
Programs and activities have to be evaluated for its effectiveness to 
match differentiation. For those that do not change the buyer 書 s 
perceived and actual value of CT2, they should be shelved. 
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Create Uniqueness 
Shifting Buyer Values 
As T e l ^ i n t Service is intended to enhance the personal 
comrunication ability with definitive iirprovements over paging, the 
requirements of the buyers are much more demanding than using pager 
alone. To convince the buyers for such new decision, it might involve 
a change or modifying their perceived value on the product. If the 
cotpany is successful to shift the buyers towards its side, an 
uniqueness about the corpany is created. Ways to shift buyers values 
are suggested below. 
-Deploy more professional retail outlet salesman 
- B e patient to 卿 l a i n the usage and answer questions 
-Involve more technical sales in targeting the 
business sector 
-L^)grade the image from a sitiple paging position 
to a veil established, well organized status 
Discovering Unrecognized Buying Motives 
Finding inportant buying motives that users and corpetitors have 
not recognized offers the major opportunity to achieve 
differentiation. Purchase criteria that are often unrecognized are 
mostly practical use criteria. For exanple, Hutchison has started to 
promote their products which can fulfil the need of a more personal 
cormunication among family members. Hutchison is creating its 
uniqueness v ^ l e expanding the paging and cellular telephone market. 
參 
Changing Channel Requirements 
Most service operators will make use of the existing paging 
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retail outlets as their major channels for serving the customers. 
However, the Hong Kong econai^ is changing fast, there are more and 
more chain store outlets v ^ c h are looking for new business to support 
their growth. They usually ccramand a very high reputation and service 
convenience to the public. Uiis changing channel environment might be 
a good differentiation from the existing paging outlet. 
Changing Buyer Behaviour 
f 
Even though the immediate target for the Telepoint Service 
industry is the existing pager users, their use criteria is also 
changing with the new additional features of the Telepoint Services. 
The buyers are increasingly more conscious about the value of the 
money they give out. They look for better service, consistent quality 
and confidence in the service operators. Sane might shift to 
r^utable shops to get their service because of confidence built \jp in 
the past. If the coipany can look for, and identify the rapidly 
changing requirenent of prospective buyer group, they are building and 
creating uniqueness. The end result is a clear differentiation and 
advantage over conpetition. 
Summary 
1) Besides building up the public confidence and acceptance of the 
product services, each individual operator should pursue a 
differentiatictti strategy. They should select one or more attributes 
that many buyers will perceive as iitportant, and match their 
individual strength and weakness to position itself to meet their 
needs. Each operator should explore more sources of uniqueness on top 
of the product itself, market its product performance and inplement 
promotion thanes to match the strategy correctly in order to increase 
81 
source of uniqueness. 
2) The business can be run in a cost effective way with maximum 
profitability and creat high differentiation through ejq>loring less 
costly source and maximizing past promotion iitpact. Those having 
existing paging service or cellular telephone service, would have 
initial edges over the others. 
3) Shifting buyer values to the product, discovering unrecognized 
buying motives, changing channel requirement of service industry and 
changing buyer behaviour would help to create uniqueness. The above 






R B C O M N D A T I O N S 
This chapter is dedicated to list some possible actions v ^ c h 
might help the service operators to achieve a differentiation 
strategy better than the conpetition. The recatmendations listed are 
based on a systematic analysis of the many valuable feedbacks from 
various sources during interviews, and the unique nature of the 
industry under a free and open competitive envircximent in Hong Kong. 
1 , 
Distribu'tion Channel Selection 
The iinnediate target market for Telephaie Service is the 
existing 711,000 pager users. This paging market is ejq>anding and 
consisted of different walks of people, vdiere the individual 
consumers are the primary target for the Telepoint Service. 
Distribution is thus the nutttoer one key issue to be addressed. Most 
of the service cperators have adopted a forward integration to 
include the paging operators in their consortium vAiich provides the 
retail outlets for the consumers. In order to make the Telepoint 
Service more accessible and convenient to the target consumer market, 
more innovative ^proaches to distribution channel selection should 
be adopted. Other specialty outlets like reputable chain stores 
selling personal accessories, electronics, should be considered as 
the possible outlets location. Not only will the distribution 
channel sell the handset, they should have an incentive to promote 
the Telepoint Service through money rebate program that tie up the 
service revenue generated. 




In chapter VI, a penetration pricing strategy for the industry 
is proposed. The assurrption and calculation of the pricing level has 
been analyzed in details for handsets and recurrent service charges. 
This is to reinforce that each operator should establish a price 
policy so that the initial pricing level of the Telepoint Service 
charge and the handset cost should be acceptable to the caistaners. 
As Telepoint Service is a niche product between the paging and 
cellular telephone, the correct pricing should reflect its product 
• positioning. It is strongly advised that during the initial 
introductory period, the range of pricing from the four -service 
operators should be within a reasonable range so as to avoid creating 
custoners confusion. Providing better service and establishing its 
own differentiation are much better than price cutting v ^ c h 
2 
ultimately will affect the revenue and gross margin. 
Product Quality 
These days the level of consumer denands is increasing and they 
would not sacrifice and forgive those corpanies v ^ c h cheat them with 
3 
an inferior product. The switching cost between different service 
operators is very low catpared to other products, i.e. the consumers 
can shift away easily. The customers* loyalty are dependent on the 
consistent performance of the services offered by the corpany. With 
this principle in mind, the service cperator should be very cautious 
v^en they introduce their handsets in the market, and the 
2 
Shycon, H. N. & Sprague, C. R. "Put a Price Tag on Your 
Customer Servicing Levels •” Harvard Business Review, July-August, 
1975. ‘ 
3 Porter, Michael E. Conpetitive Strategy. New York ： The Free 
Press, 1980. 
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availability of an effective transmission coverage area. There might 
be an urge during product introduction stage to bring in the number 
one new product and services in the market so as to skim the cream. 
Bearing that product quality is a very critical element and could not 
be caipromised, a delay in the product introduction will sonetimes be 
preferable. Tliis will be to the benefit of the ccxtpany and the 
overall industry. 
Service Capability 
Service is an area of providing, and substaining the 
differentiation for the catpany. The key to success in the Telepoint 
Service industry is to keep the customer base, and then expand from 
good referrals by the users. Thus, the scope of service can range 
from phone enquiry to over the' counter. Hot-line service might be 
needed to answer questions and concerns. Warranty and maintenance 
services of the handset, should be provided conveniently. 
Cotinunication on a regular basis with the users, additional benefits 
like the establishment of a users' club, credit service and so on 
are deemed possible and well-accqpted. Each individual service 
cperator should look at its own strength and v/eakness, along side 
with the •differentiation strategy that it adopts and designs the best 
services that should be demanded by the custaners. 
Brand Identification 
Hutchison, through its consistent marketing work, establishes a 
well-known brand identification of high technology and confidence to 
the market. It builds up their strength and dcminates both the 
paging and cellular mdbile telephone market. It will be for sur6 
that Hutchison will still pursue with this brand identification in 
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the Telepoint Service and in the future radio communication 
expansion. As mentioned previously, Hutchison has occupied over 50% 
of market share for paging service vdiich Telepoint Service targets. 
The other consort!蘭 of HK Teleccm CSL, Star Paging and Sun Hung Kei 
.Industry has around 30% of the market share. These will create two 
major players in the Tel^XDint Serice industry. They have reasonable 
custoner base to promote their nev services. The other service 
operators should also look for a niche area v^ere they can establish 
their own brand identification and secure the market share. This can 
be accarplished through their pricing level, the image of the 
distribution channels and the. sales force representing the conpany. 
The establishment of a unique brand identification will help the 
service cperators to stay with the radio ccxnmunication technology and 
tap into the new potential such as running the fifth, cellular 
tel印hone system using GSM. 
Push and Pull 
The firm's marketing objective and the type of early users will 
determine the distribution channels of haw to push the handsets and 
the Telepoint Services. The vdiole action will be caiplenented by the 
pull through effect from the advertising promotion and the selling 
force. Another new area that is worth pursuing is the corporate 
accounts. Most of this accounts might have already got their 
etployees using paging systems and it is most ^propriate to have a 
ccxrplete package that can offer to their unique requirement. 
Vertical Integration 
The degree of vertical integration is largely dependent on the 
differentiation strategy that the service operator enploys. It might 
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include a forward integration on getting the distribution channels, 
either exclusive or own retail outlets, via a joint program with some 
other business entities. Backward integration w U l include the 
incorporation of various types of service in their business, and even 
the linkage with prospective new supplier of handset and base station 
in the near future. The supplier linkage will be something that 
should be worth looking at in the future, as Hutchison and Motorola 
conbination has proven to be one o^tiie success factor in the market. 
A good linkage would minimize the fluctuation of cost and have a 
better insight into the future product development and planning for 
such opportunity. 
Possible Strategies of Minor Plavers 
Merrters of the four prospective Telepoint Service licence holders, 
are, 
一 Hutchison Paging Ltd. (joint venture of Hutchison 
Telecommunication and Motorola) 
_ Consortium of HK Telecom CSL, Star Paging (Holding) Ltd. 
and Sun Hung Kei (Hong Kong) Industries Ltd. 
- Personal Communications Ltd. (joint venture of First 
Pacific, ABC Paging, British Telecommunications PLC, and 
Sun Hung Kei Property Ltd.) 
- Chevalier (Telepoint) Ltd. (joint venture of Chevalier 
(OA) and OTC International Ltd.) 
which would take over 85% market share of paging service industry. 
Since the target customer of Telepoint Service would be the 
paging service users, the first two licence holders would have a good 
customer base to develop the business. However, the other two 
consortia should work their lives out of these two strong players. 
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They could establish their strategies of 
-pairing up themselves to break through 
the market dominance 
-building up its own brand identification 
through providing good service quality 
such as speedy connection tine, quick 
response to warranty, claims and complain 
-enhancing the after sales services and 
prcxnoting additional benefits through users' 
club, credit service, etc. 
-aggressively sourcing the handset for the 
system because product quality and features 
of handset also determine the acceptance of 
the system 
一 offering aggressive financial package to buyers 
for purchase of handset and the service 
The strategies selected should match its own strength and 
weakness and the market demands. The primary objective is to 
enphasize the market share rather than the bottom line in keying the 
system profit^le. 
The consortium of Chevalier (OA) and OTC may be in the weakest 
position as the other consortium with First Pacific has sane paging 
users from their reputable partner, ABC Paging.. Chevalier (OA) could 
use the CT2 licence as a vehicle to be the fourth operator in running 
the digital cellular telephone service which would generate huge cash 
revenue. 
Possible Strategies of Manor Players 
As explained before, the market share may be dominated by two 
strong players. Hutchison Paging Limited may probably obtain the 
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40-50% market share. Hong Kong Telecom CSL may also obtain another 
20-30% market share because the pager users are the first target 
customers and these coitpanies have already occupied over 75% market 
share of paging services industry. 
These two corpanies may take up the following strategies leading 
to "Star" performance. 
一 enhance the control of distribution 
network through the sales shops and 
appointed dealers in order to keep up the 
corpany image; 
— e x p a n d the distribution network to 
iirprove market penetration; 
. -keep up the service quality in order to 
differentiate fron other players； 
一 build up the corpany image of providing 
good quality service to attract the 
customers other than cutting price; 
一 introduce add-on features such as 
integrating the features of voice mail in 
auto pager and message bank in cellular 
telephone network to provide quasi 
two-way communication; 
- t a k e advantages of the experience and 
the capabilities from operating cellular 
telephone system to inprove the customers 
acceptance for the new Telepoint Service; 
一 take advantages of the financial 
strength and the background of the 
corrpanies to extensively market the 
service; 
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一 set up a good network with adequate 
radio coverage when launching the service 
because the custoners are so intelligent 
that they would quickly l e a m that v ^ c h 
network can provide the best radio 
coverage. 
The main objectives of these two players are to: 
-differentiate the provided service from 
others, 
— — _ _ 一 
-secure and finally expand the market 
share to k e ^ the cotrpany survive with 
- 广广 
profit, and 
-shorten the payback period and make the 
services operation become cash generating 
machine. 
With carefully choosing the strategies v/hich match the strength 
and weakness of the corpany, it is not difficult to obtain the 
e^<pected market share. 
Summary 
(1) Last chapter has globally discussed the factors to create 
differentiation. This section reviews the recanmenc3ations to each 
service operator. Since the first target custom^ of Tel明int 
Service is the paging service users, making use of distribution 
channel of pager is the immediate answer to the selection of 
• 
distribution channel: It is also the reason vdiy most service 
operators have adopted a forward integration to include the paging 
operators in their consortium \rtdiich provides the retail outlet for 
the customers. More innovative approaches to distribution channels 
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selection such as using reputable chain stores, should be adopted. 
Agressive incentive scheme should be given to attract the agents to 
promote the Telepoint Service v ^ l e selling the handset. 
(2) Pricing is an inportant issue to bring the industry to success. 
The correct pricing should reflect its product positioning between 
paging and cellular tel印hone. The pricing from four service 
operators should be within a reasonable range. Providing better 
service and establishing its own differentiation are much better than 
price cutting. It also relates to product quality. The switching 
cost between different service operators is relatively low. All 
service operators would be very cautious about their handset and 
effective coverage area. 
(3) Service quality and brand identification are another key points 
to the success of service industry. Extensive supporting services 
with good system service will keep the custcroer confidence with the 
network. Each individual service operator should look at its own 
strength, and weakness, alongside with the differentiation strategy 
that it adqpts and designs the best services. From the market shares 
in paging market, it indicates that there will be two major players, 
namely Hutchison and consortium of HK Telecom CSL, Star Paging and 
Sun Hung Kei Industry in the Telepoint Service industry- The other 
service operators should also look for a niche area through their 
pricing level, the image of the distribution channels and individual 
sales forces. 
(4) Pipart from considering marketing c±>jectives, forward and 
backward integration of various types of services, linking with 
prospective new supplier of handset and base station are worth 
considering. A good linkage would minimise the fluctuation of cost 





(5) The last part is to review the possible strategies of the minor 
players. Pairing up with two operators can help to break through the 
dominance of two strong players. Other strategies of building up 
brand identification, enhancing after sales support, linkage of 
sii^plier, attractive incentive scheme and aggressive financial 
package may help to k e ^ the system running with competitiveness. 
(6) Chevalier (OA) has shown great interest in obtaining the new 
licence to run the digital cellular telephone service. Thus, running 
the CT2 network may be a vehicle to achieve the long term objective 






As Hoig Kong st印s into the 90's, there is an ever increasing 
demand to make Hong Kong in a more conpetitive advantage position in the 
intematicxial scene. Advance radio connunication services will build up 
the international image of Hong Kong. It is a general consensus that 
__ ^^^-^^^ 
with an efficient and fell^le connunication. Hong Kong will 
significantly build up her external competitiveness and attract more 
foreign investment. Hong Kong people, through both their business and 
personal lives, will also be greatly beneficial from being 
intematicxial. This has been denonstrated vividly in the 80's from the 
growth of the radio communication service market, and the phenomenal 
rate of product acceptance. 
Under such circumstances, Telepoint Service, named as the second 
generation cordless telephone technology (CT2) comes into Hong Kong at 
the right timing. This emerging new service industry should have an 
opportunity to be a viable, profitable business. This research paper 
supports the above conclusion based on a coKprehensive and indepth 
studies. 
The overall radio connunication service market was analyzed and 
each type of service was reviewed with its growth c^portunity. The data 
collected reveals that Hong Kong is very open to acc印t new technologies 
and services. The business environment and the public are actively 
adopting the various radio cornmunication services to iitprove their 
personal life and be more conpetitive in business. 
The finance model, based on accepted assurrptions in the industry, 
shows that Telepoint Service industry is a viable and economically 
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feasible business. Hong Kong Government is also adopting similar 
approaches to issue four licences to enable four cperators to run the 
service. The overall industry profitability, in a 10-year period, 
should provide sufficient incentive to invest. Almost without 
exertion, the service operators look far beyond this 10-year period and 
the "coming" CT2 technology. Through providing the Telepoint Service, 
they are preparing the corpany with more operation and technical 
experiences, building up the infrastructure and training qualified 
people in order to tap into the fast ^ changing technologies. They would 
like to be at a cocrpetitive advantage to win the pE^rtunities. 
The interviews with industry leading finns and findings from 
literature surveys reveal that the Telepoint Service bears the major 
characteristics of an emerging industry. The constraints affecting its 
develc^xnent are analyzed in the previous chapters. It is proposed that 
the overall interest of the industry and the firms are preserved vdien 
they practice a common strategy to educate and develop the industry, 
adopt a penetration pricing to induce new trials, and co-operate among 
themeselves to avoid unnecessary resources waste due to retaliation. 
Another aspect of the findings reveals that each individual service 
operator should pursue a differentiate strategy to achieve a long-run 
profit in the caipetitive environment. The service operator should 
match their respective strength and weaknesses with the recarmended 
actions to achieve sustainable differentiation advantages • These 
possible actions are distribution channel selection, price policy, 
product quality, service c^)ability, brand identification, push and 
pull, and vertical integration. 
The highly prdoable uneven distribution of customer base is likely 
to force the minor players to take aggressive strategies in ^proaching 
the market. For the consortium of Chevalier (OA), they might view the 
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CT2 licence as a vehicle to secure the new licence in running the 
cellular telephone services which could generate huge cash revenue. 
Lastly, based on overall performance of the radio connunication 
industry and interviewee's conments, it is concluded that the Post 
Office of Hong Kong Government is fulfilling its supportive role and 
helps the growth of the radio communication industry. The government 
encourages and practices a fair and open cxxtpetitive environment, sets 
only regulations v ^ c h are only necessary, and promotes 
entrepreneur ship. Conpetiti^unca^ a-free economy will bring benefits 
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APPENDIX 2 
INTERVIEV： qOESTimS FOR 
C O M M E R C L M CC»ffANIES 
February 4, 1991 — 
Mr Clive Woodlock 
Manager 
Hong Kong.Telecoa CSL 
36/F., China Resources Building 
26 Harbour Boad 
Wanchai, Hong Kong 
Fax : 7807267 
Dear Mr Woodlock 
Research Pro i ^ t on Radio C o — 皿 icat ion Market in Hontf Kong 
We are a group of NBA students in the Chinese University of Hong 
Kong, and are currently compiling a project study of the subject 
matter under the supervisor of Professor Mun Kin-Chok. 
The Radio CoMunication Market is booiing in the last decade, 
and we envisage that the current BoaentiiB is going even faster 
in the 90,s. This would undoubtedly put HK at the technological 
forefront in the Asia Pacific Region. 
Your Company has been known to be one of the leaders in this 
field, and is constantly providing innovation products and 
superb services to the Hong Kong community. We believe your 
viewpoints should be representative of the industry. 
Attached please find a list of questions which we would 
appreciate that you can share your thoughts with us. The raw 
data collected would be kept to the strictest confidence, and no 
specific Company's name would be referred in our research 
project. 
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We w o u l d a p p r e c i a t e v e r y m u c h if you c a n a l l o w a 3 0 - m i n u t e 
interview w i t h u s w i t h i n the next 2 w e e k s . I w o u l d g i v e y o u a 
call to c o n f i r m t h e a p p o i n t m e n t as c o n v e n i e n t to y o u . 
Best regards 
Alex Cheng C. W, Arthur Yeung T,H. 
ic C /V 
Mun Kin-Chok, P r o f e s s o r 
Projec t Advisor 
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SUGGESTED TOPICS FOB DISCUSSIOM 
一 “ 
⑴ How do you feel about the Radio CoMunication 
Market? Is it expanding as predicted? At what 
Bate? 
(2) What are the characteristics of the Barket? 
Threats and Opportunities (external and 
internal)• 
(3) What do you think about CT2? Is this a promising 
product? Profitable? 
(4) How would you position CT2 versus pager and 
麗obile telephone? 
% 
(5) Do you think there is a fair and perfect 
competition in the •arket? Is the market open for 
new-co腿er? 
(6) Do you consider Radio CoMunication Market a high 
risk, high return investment? • 
(7) What are the factors in running a successful service 
operator business? 
(8) What are the problems you face today? 
(9) How would you view your Company expansion in 3 
and 5 years from now? 
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Re : R e s e a r c h P r o j e c t o n H o n g K o m R a d i o 
C o M u n i c a t i o n T e c h n o l o g T a n d T r e n d 
We are a g r o u p of MBA s t u d e n t s in t h e C h i n e s e 
U n i v e r s i t y o f H o n g Kong» a n d a r e • c u r r e n t l y c o m p i l i n g a 
p r o j e c t s t u d y o f the s u b j e c t m a t t e r u n d e r t h e 
s u p e r v i s i o n o f P r o f e s s o r M u n K u i - C h o k « 
In a r e a s of h i g h t e c h n o l o g y a n d h u g e i n v e s t m e n t like 
R a d i o C o m m u n i c a t i o n , g o v e r n m e n t s a r e a l w a y s p l a y i n g a 
very v i t a l r o l e in the e n t i r e p r o g r e s s . It w a s 
w i t n e s s e d , in the p a s t y e a r s , t h a t y o u r D e p a r t m e n t has 
been v e r y a c t i v e in s e t t i n g t h e d i r e c t i o n a n d e n s u r i n g 
an o p e n c o m p e t i t i v e e n v i r o n m e n t • A s a r e s u l t , the 
p u b l i c is b e n e f i t t i n g f r o m v e r y a d v a n c e d w o r l d - c l a s s 
products» a n d e x c e l l e n t s e r v i c e s f r o m a g r e a t n u m b e r 
of s e r v i c e o p e r a t o r s . 
A t t a c h e d p l e a s e find a l i s t o f q u e s t i o n s w h i c h w e 
w o u l d l i k e to solicit y o u r e x p e r t o p i n i o n s . T h e raw 
data c o l l e c t e d would be k e p t in the s t r i c t e s t 
c o n f i d e n c e , a n d no s p e c i f i c n a m e w o u l d be r e f e r r e d in 
our r e s e a r c h p r o j e c t . 
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We w o u l d a p p r e c i a t e v e r y m u c h if y o u c a n a l l o w a 3 0 - m i n u t e 
i n t e r v i e w w i t h u s w i t h i n t h e n e x t 2 w e e k s . I w o u l d g i v e y o u a 
c a l l to c o n f i r m t h e a p p o i n t m e n t a s c o n v e n i e n t to y o u . 
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H o w d o e s t h e g o v e r n m e n t i d e n t i f y t h e c u r r e n t a n d 
f u t u r e n e e d s of the p u b l i c in R a d i o Coauiunication? 
W h a t b e n e f i t w o u l d H K s o c i e t y b e n e f i t from s u c h rapid 
t e c h n o l o g i c a l d e v e l o p m e n t ? 
W h y is the g o v e r n m e n t t a k i n g s u c h an a c t i v e r o l e ? 
• • 
D o y o u feel the c u r r e n t m a r k e t e n v i r o n m e n t is f r e e and 
o p e n for new e n t r a n t s ? 
H o w d o e s the g o v e r n m e n t o f f i c i a l s k e e p u p the t r e n d , 
a n d set g o o d d i r e c t i o n s ? 
W h a t t h r e a t s d o you a n t i c i p a t e in the R a d i o 
C o m m u n i c a t i o n i n d u s t r y ? 
Is it w o r t h w h i l e to i n t r o d u c e C T 2 w h e n t h e n e x t 
g e n e r a t i o n is coming? 
W h a t is the c r i t e r i a in s e l e c t i n g C T 2 s e r v i c e 
o p e r a t i o n ? 
W h a t are the f a c t o r s , in y o u r v i e w p o i n t , w h i c h lead to 
a s u c c e s s f u l service o p e r a t o r b u s i n e s s ? 
102 
APPENDIX 4 
DISTRIBUTION OF VHF PAGING SERVICE LICENCE 
Hutchison Paging occupies 7 VHF licences 
、、、 / 
ABC Paging bceupJes 3 VHF licences 
Star Paging occupies 4 VHF licences 
Hong Kong Telecom CSL occupies 2 VHF licences ’ 
Telecom Services occupies 2 VHF licences 
BB Paging occupies 1 VHF licences 
Asia Paging occupies 1 VHF licences 
Source : Telecommunications B r a n c h , Hong Kong Post Office. 
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CT2丨s Callpoint application w i l l 
certainly appeal to pager-users and 
businesspersons w h o , for example, m u s t 
maintain frequent contacts at an 
affordable cost with their offices, 
staff and customers. Base stations 
will be located at restaurants and 
public transport terminals, for 
example, ferry piers as seen in the 
picture. The antenna shown above the 
phone booth is a typical unobtrusive 
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Callpoint hardware -- the base station 
and antenna -- will be unobtrusive. 
Note that the frisbee dish antenna in 
the picture is a typical antenna used 
for shopping malls and concourses. 
Callpoint antennae will be selected to 
suit the physical and esthetic 










Shops and convenience stores are among 
the various suitable sites for the 
callpoint base stations to be installed 
throughout the territory by callpoint 
service providers. The base stations, 
which can be hidden, for example, 
inside storage cabinets, will be linked 
to antennae of different shapes and 
always unobtrusive. Note the typical 
antenna pictured here, placed at the 
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Callpoint base stations will be 
situated in thousands of convenient 
locations, from petrol to MTR 
stations. Users will be able to place 
local and international calls from 
virtually anywhere once they step 




線電話戶將可在接穀站指定範圍 p g任 
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